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Introduction 

The study of the economjc geography of very many parts 
of the tropical world frequently is concern^ with three 
distinct economic sectors, namdy a subsistence or near 
subsistence agncultura] sector with its roots in a traditional 
past, an export sector concerned with the production for 
overseas markets of a limited range of raw materials, and a 
small modem industrial sector slnigglmg, with greater or 
less success, to diversify the national economy and to provide 
additional employment for a burgeoning population If the 
subustence sector of such an economy is considered to be 
‘indigenous’ (at least m the sense of being pre<olomal), the 
export sector is invariably, directly or indirectly, tlie result 
of a colonial cxpenence, whibt industrial div ersdication is the 
consequence of deliberate measures taken pobiically 

This tlirec fold pattern a sufRacntly common in the former 
colonial countries of the world for a generalixed intcrpretatioa 
to be possible and tlus is attempted m the first chapter of this 
book After the imtial construction of a framework, the book 
IS concerned with the analysis of the evolubon of the economic 
geography of Malaya as a specific case — concentrabng 
particularly on the growtli of a regionally specialized export 
economy witliin a mainly laisscz fairc economic environment, 
and on the modificabon of this speciahzabon by the planned 
development of manufacturing industry m the period since 
the Second World War 

Emphasis on Malaya creates certain problems of ternunology 
and it has proved necessary to adopt a senes of geographical 
definitions m order to achieve clarity and consistency through- 
out a study tliat spans a number of political eras, with their 
own distinctive use of logional names These dcGmUoas are 
luted in Appendix ] bat it should perhaps be emphasized at 
this point that the unqualified term ‘h-Ialaya* is used throughout 
as a geograpliica! term coovenicnlly to describe the entire 
ptmtastrf j , f iwAiAn g ‘Abri^j)fmrtxSou!ii cf ihc Tkae bemdeir 
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In 1970 pobucal twins, it therefore corrwponds to ^Vest 
hlalaysia and Singapore It must he made clear that this 
use of the term is in no v.ay intended to ignore or behttle the 
fact of the separate political existence of the Republic of 
Singapore 

Certain arbitrary decisions with regard to the spelling of 
Malay names have had to be taltcn In general these follow 
the spdling adopted hy D G £ Hall’s Allas of Soulh'tast Asia, 
except that where long established familiar forms exist they 
arc re tain ed It is, in the author’s opinion, excessively pedantic 
(as well as confusing) to prefer Melaka to Malacca, Djaiva to 
^ava or Sulawesi to Celebes 

A book of this type, which is concerned primarily '«th a 
geographical anal^tis of the wolution of a regional economy 
rather than with the publication of new matcnal, necessarily 
learn heavily on the wrk of other wnlers Of particular s'aluc 
ha\e been Ac works of Wong Ian Ken (on the early trade of 
Singapore and the growth of the tin industry) J C- Jackson 
(on the early commeraal agnculrare) and Lim Chong Yah 
(on the economic growth of Mala)’a) Malayan history, 
geography and economics have been well served both by 
expatriate and by indigenous academics, many others of 
whom are refe r re d to m Uie references to each chapter 

The dynamic nature of economic events, cspei^Iy m the 
developing world, condemns any piece of wnting that is m 
any way concerned with them to be out of date before it is 
completed, let alone published No one is more aware than 
the author that the account of industnahzatiozi in West 
Mala^aia and in Singapore given in Chapter 5 is very in 
complete, as are the accounts of the devebpment of the three 
major urban complexes m Chapter 6 Nevertheless it is hoped 
that suQaent recent maten^ has been mcorporated to 
illustrate the theme and, lo a way, to be of interest in its 

own nghL 

Many people have assisted in the wnting of this book 
Professor R O Buchanan, the editor of the senes, has, as 
always, been a sympathetic cnoc. In Malaya, Mr A L. Davis, 
Malaysian International Chamber of Commerce, Penang; Mr 
Hoy Meng Fook, Penang Chinese Chamber of Commerce, 
Mr Tan Keok Yin, State Secretariat, Penang, Che Abdul 
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Kahman bia Hj Yusof, Economtc OfScer, Penang, Che Ostnaa 
Mencan bin Ahmad Mencan, Penang Port Commission, 
Mr Choo Kean Hin, Malayawata Steel Ltd , Mr V C de 
Bruyne, Ministry of Commerce and Industry, Malaysia, 
Che Mohamed bin Abdul Rahman, Port Swettenham Author- 
ity, Miss J Clua and Mr Chang Yen Yin, Investment Pro- 
motion Divuion of the Econonuc Development Board, 
Singapore, Mr T Lames Hughes, Singapore International 
Chamber of Commerce, Mr J Philhps, Jurong To^vn 
Corporation and Mr W Collcsr, Brooks, MitcIidJ, Peacock 
and Stewart, Planning Consultants, Singapore, all gave of 
their time Miss Zahna KassimoftheDepartment of Geography, 
University of Singapore undertook some photos:op>nng 
on ray behalf in Singapore, Professor Ooi Jm Bee and Dr 
Bernard Swan provided hospitality during an all too-short visit 
to Singapore Many unnamed suff members of the Department 
of Statistics, Malaysia, the Department of Statistics, Singapore, 
the Federal Investment Development Authority, Nfalajaia, Uie 
Geological Survey, Malaysia, the Fort of Singapore Authority 
and the Public Record OfHce, London, ba\e all contributed 
by aossvenag letters and providing data In Townsville, 
Dr B Steveson of the James Cook University Geology 
Department made valuable cntiasnu of parts of Chapter 2, 
and Mn £ Steveson gave equally valuable assistance Viith 
calculations for Appendix 2 Mr C Zeeman and Mr F 
Jeffery of the James Cook cartography staff helped draff and 
draw maps and diagrams, whikt Mn G Campbell and, 
especially, Mn P Goodall undertook typing and re typing 
To all, 1 am deeply grateful Finally, thanla are due to the 
University College of Townsville (as the James Cook University 
then was) and to the Soaal Saence Research Council of 
Australia for fuianaal assistance that made possible a short 
return visit to Malaya in 1968, and to the James Cook Uni- 
venity for general t^anaal assistance throughout the period 
of the writing of this book 

PPG 

Mundingburra, November 1970 



CHAPTER I 


International Trade & Economic 
Development 


International trade, as a subject for ccononuc description 
and analysis, has a long and respectable hutory The exchange 
of goods and semces is, of course, basic to all economic 
activity above the subsistence level, \vhilst the regional 
specialiaatjon of this activity that exchange makes possible 
is the core of economic geography Intemauonal trade, the 
exchange of goods and services bctivem distinct and separate 
political units, has a significance more important than that 
arising from the fact that it often (though not invanably) takes 
place over longer distances than local or mterregional trade 
Trade whicli crosses national frontiers xs particularly amenable 
to control and taxation by governments Not only can it 
therefore be forced to yield revenue, but by its judiaous 
regulation governments are able directly to influence the 
nature and extent of economic activity within their mvn 
fmntien and indirecdy to contnbute to the patterns of spcaal- 
ization that develop elsewhere 
The putposes for which goscniments may wish to control 
the nature or volume of foreign goods that enter their national 
temtory are many and various In some instances control 
13 on what may loosely be called moral grounds, arising from 
the desire to restnet or ebminate the import, for example, 
of drugs or certain types of literature, political, cultural or 
hygiene reasons may abo be found for regulating the movement 
of certain types of matenal across frontiers In general, 
however, the motives behind the governmental control of 
international trade are economic, and were first developed 
extensively and in a systematic way in the sixteenth and 
seventeeath centuries The European economic phifosopfiy 
B 5 
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of mercantilistn, csolvcd dunng die commercial revolution 
of these centuries as rudimentary foreign trade grc^v into 
extensive intemadonal commerce, vs-as designed to strengthen 
the power of the state, for a strong central authority was re- 
garded as essential for the expansion of mariets and the 
protection of commercial interests 

Thn philosophy was reflected in the commeraal legislation 
of the times, so that imports of goods considered unlikely to 
add to national productive power were discouraged by duties 
or prohibited, exports were encouraged by bounties and by 
drawbacks of duties on imports that were re-exported, and 
the export of raw materials considered essential to home 
manufacturers was prohibited Colomal trade ivas confined 
to the mciber country, and restnctions placed on the pro- 
duction by colonies of manufactures which might prove 
competitive. The English Navigation Acts, and their cono 
cental equivalents, by restricting trade to national vessels, 
encouraged Uie growth of shipping and of eammgs from the 
carrying trade, and also ensured a supply of slups to meet 
the contmgenucs of naval warfare 
The efleetj of mercaotilum on the distnbunon of productive 
activity m the European nations and their colonies m the 
seventecntii and eighteenth centuries is of considerable interest 
and Significance to the historical economic geography of the 
period, but the worldwide pattern of econoimc specialization 
that developed in the nmeteenth century, and that remains 
of considerable importance to any understanding of present 
economic distnbutiotu, was related to the much more hbcral 
trade pohcies that succeeded mercantilism Mercantilism 
as a basis for national trade pohaes was strongly criticised 
by that group of writers and philosophers who have become 
known as the ‘classical economists With certam qualifications, 
these economic thinkers — amongst the best known of ivhom 
were Adam Smith, David Ricardo, Thomas Malthus, Jeremy 
Bcntham and John Stuart Mill— believed that the fewer the 
obstructions to trade between ^untnes the more fully the 
world’s economic resources would be used and the higher 
living standards would be Such trade, unencumbered by 
tanlli, quotas or other restrictive devices, became conveniently 
known as ‘free trade’ In the rapidly mdustnahzing Britain 
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of the late Dghtccnth and early nineteenth ccntuncs the free 
trade doctrine had a powerful appeal especially to manu 
facturen, whose productive capacity was capable of out* 
stnppisg home demand but who had little to fear froin 
foreign competition thanks to their possession of a virtual 
monopoly of the new methods of manuTacture 

The way in which he believed the regional speaalization 
mide possible by free trade benefited all trading partners 
involved was spelled out in detail by Ricardo‘ m what has 
become known as the theory of comparative costs The 
comparaUve cost argument illustrates how the gain from 
spcaalizaDon and unhindered exchange flows from eomparativt 
cost advantage rather than from ehselute cost advantage 
It argues that a nation or region Uiat can produce many items 
more cheaply (i e by the use of a smaller volume of facton 
of producuon) than anotlier, benefits both itself and its trading 
partners by spectalizing on those items in the production of 
which Its advantages are greatest, and by importing the others 
from regions with the relatively smallest disadvantages in their 
production* It has been pointed out by many later economists 
that the classical comparative costs Uieory in its raw form 
clearly begs a lot of quesuons, since it implies that whereas 
finished goods can move freely between regions and nations, 
factors of production such as capitil and labour cannot, 
whilst much traditional trade theory built upon it ignores 
distance as a variable, and therefore also the influence of 
transport costs • OWm, wnting in 1933, considered that the 
basis of international speaalization was simply the fact that 
productive factors enter into the production of different 
commodities m very diflcrent proportions and that since the 
rclaiiie pnccs of thae factors arediflercnt in difTcrent countries 
such specialization is therefore profitable — 'trade allows 
industnal activity to adapt itself locally to the available 
factors of production Industries requinng a large proportion 
of certain factors gravitate towards regions where those facton 
are to be found m large quanutics and therefore at low prices’ * 

Tlie importance to economic geography of these ideas is 
very apparent and it seems equally dear that if (in Olibn’s 

* Tbe bnn of s thomdcAl imcolcrwjao (nttem bated on oooipantiro enu 
ii nwnnnl out by Chulxdai la Otgrtfig aid tuenamci > 
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words again*) trade is to 'mitigate the disadvantages of the 
unsuitable geographical distnbutioti of productive facili- 
ties’, then that trade must be as administraUvely unhindered 
as possible, as must the movement of those producUte factors 
such as capital, labour and entreprcneunal ability which, 
unhhe climate or mineral resources, arc intrinsically mobile 
In the circumstances of free moicment of mobile productive 
factors and of goods, as for example between a mother country 
and Its colonies. Mill suggested that the colonies appeared 
to he outlying agncultural or manufacturing establishments 
belonging to a larger eommumty The ^Vcst Indies’, he 
suggested, for example, ‘arc the place where England finds 
It converaent to carry on the produebon of sugar, coflcc and a 
feiv other tropical commodities* and be concluded that trade 
between the West Indies and England was ‘therefore hardl> 
to be considered as external trade, but more resembles the 
traffic between town and country’ • In commenting, m an 
article published m 1929, on this suggestion of Mill’s, J H 
Williams points out how difficult it is to draw the line between 
trade of this sort and external trade and quotes a number of 
other examples of a similar Lind in both colonial and non 
colonial areas, indicating that, espeaally in the nineteenth 
century, England had found it cooNcnicnt to produce wheat 
and meat (and to export capital for that purpose) in Argentina, 
gold and wool m Australia, and nuner^ and other products 
in Africa * In just the same way it may be a/gued that the 
Umted States chose to produce sugar in Cuba, rubber m 
Idbcna and copper m Chile in the twentieth century, and 
in order to maLe this possible mobile factors of production 
moved to immobfie ones in combmations that, despite the 
additional costs engendered by distance, proved profitable 
The geographer may consequently claim that, m the 
evoluhon of regional spcaalaation m this way, foil benefit 
IS being achieved from the inherent, especially physical, 
advantages of a region for a particular type of production 
Jf all amfiaal (le. adnumstrativ ely imposed) restraints to 
the utQization of resources for the attainment of maximum 
immediate returns are elmunated, there will emerge production 
patterns which make best use of the physical characteristics 
of a region, whilst mvatment m social overhead capital— 
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transport systems, water and power supplies etc — will be 
directed to serve the enicrgiDg productive region and giro 
It even greater and cumulative advantages Certainly the 
early protagonists of free trade m the nineteenth century vs ere 
not unaware of these implicatiom of their ohjccuves which 
they backed at times with moral arguments In presenting the 
Petition of London, seeking free trade, to the House of Cora 
mons in 1S20 Alexander Banng stated that ‘it was one of the 
wise dispensations of Providence to give to different parts of the 
world different chmates and different advantages, probably 
with the great moral purpose of bringing human beings 
together for tlie mutual relief of their wants' • Sir William 
Molesworth, speaking against tlie Ck>m Laws in the 1S403, 
claimed that if Britain were to adopt free trade she would be 
imitated b) most aviliaed nations and 'Then eacli nation 
would take to itself that share of tlie general production for 
which It IS best adapted by the nature of lU sod and the genius 
of Its inhabitants'.* 

It may be questioned, however, whether Uie distnbution 
of economic activity that evolved m the mneteenth century, 
and whidi has contributed so much to the current pattern, 
was, in general, one that made the best use of the characteristics 
of a region, despite its development in an environment of 
greater economic bberahsm than previously knowiu There is 
an increasingly often voiced optmon — espeaally amongst the 
spokesmen for what is currently termed the developing world — 
that the present world patteni of economic specialization, 
that has concentrated high living standards in only a few 
favoured parts of the earth, is the outcome of a particular 
economic history ratlicr than of the logical working out of a 
pattern that achieves m'uomum benefit from the inherent 
advantages of a region To examine tfas proposition further 
It u necessary to look at the major facton that influenced the 
expansion and direction of international trade m the nineteenth 
and early twentieth centuries and the broad patterns of 
speaalization that it created dearly, in one introductory 
chapter such as this, the exsnimation can be a cursory one 
only, though it is hoped that it wiU provide a framework into 
whudi the detailed study of the evolution of the economic 
geography of Malaya — the mam theme of this book — ^will fit 
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The Groj-tk of InUmahorud Trait 
and Spendizfllion in the SvuUettth Ceabny 

It may generally be assumed that all trade-local, intcr^ 
regional or intemauonal — is earned on because the papers 
iDVoUed all expect to gam some ads-antage from iL Umaiiy 
the advantages gamed, or expected, are economic thoog 
sometimes they may be political, and conceivably could c\ 
be moral Trade may pro\e to be mutually advantagcom 
to Its partiapants in a number of Ma^x At its simplest c 
exchange of goods betis cen regions or nations permits e 
acquisition by each of coramodilies that they cannot thems ves 
produce by virtue of their particular natural resources or 
dimate or, m the short run at least, of their lack of particu ar 
technology or sLdls An example of such mutually adv'antageous 
trade v,-as the exchange of Bntish coal for Chilean nitrates 
m the days before the manufocture of chemical fcrtilizcR 
Such simple exchanges, c\en three or four cornered ones, 
are increasmgly difficult to find, hov.cN'er, espeo^j ^ 
substitute fuels and ra\s materials are found or developed an 
technology and skills more widely disp^ed Similar in typ® 
to this simple exchange is trade to make up for defic^aes 
m particular commodities, so Bnmb goods are traded for 
Argentme beef because Bntam can consume more beef than 
she produces The extent to which Bntam imports Argentine 
beef because she cannot produce enough herself, and the 
extent to which she imports because she chooses not to produce 
It as there is greater advantage to be gamed by using for 
other purposes the resources that could produce beef (the 
comparatiic cost argument) are difficult to determme, and 
the example Qlustrato the problems inherent in any attempt 
to state the precise purpose for which any particular trade is 
earned on. 

Apart from the obnous benefits to be den^Td from the 
acquiamon of goods (or service) that may be locally non 
existent or scarce— for one reason or another — a region 
or nation will often find it to its ad\'antage to produce a 
surplus of goods for trade, not so much because it needs to 

* Sodi WTtf fi hftg *partocn izLiy of tx > m,g b« cdy s capvtMtfOC 

srulDcnbc cv other cesstnUnig gcovp — rf twn t«ca listDnconf'’~e^ 

my tie a Mhole naooa. 
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pay for the import of scarce essentials but because it ivishes 
to reap the benefits of increased productivity at home By 
Widening the market for its goods, a manufacturing region 
will increase the scope for its own division of labour, build a 
more skilled labour force and encourage techmeal innovation 
thus producing increasing returns and economic development 
for Itself 

Trade may also slimulaic economic development in an 
exporting region by providing a new effective demand for the 
output of resources which would remain unused in the absence 
of trade This ‘vent for surplus* pnnciple of trade ivas dc 
scribed by Adam Smith and criticised by Mill as a surviving 
relic of mercantilism since he considered it erroneous ever to 
suppose that if certain goods were not produced for export 
the corresponding poruon of capital would remain idle ** 
However, the point has been well made by Wilbams,** and 
repeated by Myint, that to the economic circumstances of a 
very considerable part of the world, cither where speciahration 
in production for world markets has dominated an economy 
(as with Britain) or especially where unempIo>Tncnt and 
underemployment are common, die situation may indeed 
exut that resources, particularly labour but also land and 
mineral resources, tetU he idle unless goods are produced for 
export The fimcUon of trade (espeoally in the latter 
case) is not so much to re allocate the giv cn resources as to 
provide the new efTecuve demand for the output of the surplus 
resources which would have remained unused in the absence of 
trade’ ** The planned and assisted development of manu- 
foctunng in, for example, Singapore at die present time 
IS quite specifically intended to provide employment for a 
rapidly growing population that otherwise could not find work 
and, m the absence ofa large home mari.et, most manufactured 
goods will have to be exported 

It seems reasonable to presume that any trading economy, 
with the excqition of the most primitive, wiU develop for a 
mixture of all these reasons, and that as sudi an economy 
matures and vested interests, incladiog those associated with 
the soaal overhead capital, become powerful, the need for 
trade is exphinrd by factors diireren) from those that were 
relevant at an earlier period Thus trade in manufactured 
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goods, onginaUy necessary to cope with the ii^lus from 
newly mechanised Bntish factones, is now essential to pay iot 
the import, amongst other goods, of a fuel that has replac 
the coal imtially so important m establishing the factones 
^Vhatever the comhmauoo of reasons for the dctelopmcnt 
of trade, however, m normal* orcumstanca certain pre- 
condiQons are essential for its dcxelopmcoL In the first p ace, 
goods surplus to those that can be sold at economic pnea m 
the region or country of manufacture must be a^allab!c, 
secondly, knowledge of the existence of this surplus and of the 
pnee at svhich it is available must be widely known, aM, 
thirdly, means of transport must exist to mote such goo<u 
from the surplus area to thetr potential markets In general, 
trade will not develop between areas urJess the difference 
m the pnee of goods (reflecting the different balance of supply 
and demand) in each of the areas is suffiaent to cov cr the cost 
of transport between them The great expansion of inter 
naUonal trade that took place la the nineteenth century 
was made possible by major developments relevant to ail 
three of these eondiuons, and occurred in response to a mixture 
of the reasons previously tummanzed 
By the end of the Napoleonic Wars, Britain was the world s 
major mdustnal power Her achievement of this position 
between 1780 and 1815 is best interpreted as the result of 
forces that had been exerting a persutent mflucnce over long 
periods of time, but m some cases — as shown by XL M* 
Edwards,** for example — the actual sequence of events, 
which might have taken a different course, was important 
and Bntish industi) had its setbacks as well os its tnumphs 
in this penod Nevertheless, b> the time of IVaterloo, the 
Bntish cotUin industry cspeaaUy was seeking overseas markets 
for Its surplus producDon, as were the manufacturers of woollen 
yams and teases, hardware and cutlery, and iron and steel 
goods Napoleon’s encouragonent of French industry, his 
senes of treaties throughout Europe, whereby allied countries 
favoured French goods, and his caTorcement of the Contincnial 
SjTtem, whereby Bntish goods were successfully excluded from 
• ^Ofmal betv Gcciudes penodft ©f faosti&ty or vcoDCcuc ensa wb™ 

itK D«d a BaaoQ to suivm may o«tT^«de wtat oiherwix would teaa ratasial 
decaioDs c.g a naDon tniy opcat already icarce butter to import gum 
or scaree gram to tmport machinery 
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much of Europe, Avith the elTcct of caming considerable 
unemployment m her manufactunng r^ons, forced Bntaui 
to seek voder overseas markets *• That she was able to do this, 
and increase her trade with Portugal, Mediterranean entrepots 
such as Gibraltar and Malta, the Levant, the Amencas 
(except the USA) and the West Indies, was possible thanks 
to her experience m world trade and to her control of the seas 
Betvecn 1800 and 1850, the value at current pnees of 
Britain’s total ovencas trade (including re-exports) had 
nsen from ^115 rmllion to million, and by 1900 had 
expanded to a total of ;C878 million,** these \ alues represenung 
a fairly constant 20-25 per cent of a fast expanding total 
world trade France, following a period of high tanfrs instituted 
after 1815 and largely having recovered from the dulocation 
caused by the 1848 revolution, moved after 1850 into a period 
of rapid economic development and commeraal expansion, 
and although remaining second to Britain as a trading nation 
throughout most of the rest of the century, was responsible 
on the average for about 1 1 per cent of total world trade 
In the last decade of the nineteenth century, the rapidly 
mdustnahzmg Germany and United States of America each 
raised its share of vorld trade to over 10 per cent, whilst 
the Low Countries had a smaller but substantial portion ** 
Payment for the goods exported from Europe during the 
nineteenth century, which were pnmarily manufactures 
(especially textiles and iron and steel goods) and coal, was 
made possible by, and helped stimulate, the production of 
raw materials (including gold) mall parts of the vorld to which 
trade penetrated The invention and development of transport 
and communications sj-stems created a world market so that 
not only could goods, even bulky ones such as gram, be moved 
across continents and oceans by the railway, clipper and 
steamship hut die electnc lcl^;raph, whose cables snaked out 
from Bntain from 1850 and reached as far as Australia 
by 1872, established world, as disttnet from purely local or 
national, pnccs especially lor raw materials Commodities 
produced m such diverse condibons as those prevaihng in 
Europe, America, Asia and Africa brought approximately the 
same pnccs m Europe This was true of wheat, cotton, wool, 
rubber, copper, oih, tea, cofiee and sugar — for all these 
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commoditio the tforld became one marlet. It was this M 
of trade and the mtestment and tiantpoit faolttiee mat 
aecompamed it, that prmaded the molt effective “ 

the economic development of the nsmg parts of the v» 
Ragnar Nurksc has dcscnbed intcinaDonal trad* as havang 
acted in this era as 


the engine of gTrv.-lh, b> ‘erving as the m^um 
Vthich the industrial centres of the vvorld in estem turo^ 
transmitted their economic growth to the penphery o 
underdeveloped countries, t&ough a vigorous opansion 
demand for primary products-** 


By the end of the nineteenth century, there had evolved m 
the world a pattern of economic speoahzauon bound togetl^ 
b> an mtcrnational trade focused predominantly on north 
v.esl Europe and the north-east of the U.SA. In these 
areas, the mining of and the manufacturt, particularly 
m the coalfield areas, of iron and steel goods, toctiles, transport 
equipmoit and increasingly sophisticated machinayw'W* 
the major speaalizatioas and were accompanied by the grovsing 
urbanmtian of rapidl) increasing populations The tempesE^ 
grasslands and ranchlasds of the New ^^orid, populated 
almost entirclj from western Europe, were prtmding gram, 
meat and v»-ool for the urban populaoons and lactones of the 
old continent, whilst the tropic^ lands that were politically 
controlled but not settled from Europe developed dual 
economies mth commercial sectors based on mines, plantations 
and seaport aues «-nrong alongude indigenous agnculture 
and producing raw materials for cqiOTt. 

Th*Te s eem s bnle doubt that, m the context of the penod 
and re roem benng that much rf the vrorld (for e xam ple 
China beyond its merest fringe, Japan, Asiauc Russia, much 
of Africa and south-west Asia) were l^tind the influence of 
inlernanonal commerce, the speaahzation that emerged 
by 1900 appears based substantially on comparative cost 
advantage. The Earopean manufacturing regions had the 
necessary accumulations of capital acquired from generations 
of trading (much of it based on mcrcaniilist philosophy , fuel 
and iron ore beneath their feet, innovating enirepreneuis and 
an increasingly adaptable and elucated labour force. The 
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temperate plains of Canada, (he United States mid west, 
ArgemiQ. 1 , south and south'Cast Australia, and New Zealand 
possessed massive land resources ui proportion to Uieir small 
immigrant populations and were able by extensive and 
mechanized agriculture to earn high returns per man from their 
sod, lietds and docks, the products of which, even when moved 
across thousands of miles to markets m Europe, could readily 
compete with the latter’s intensive but higher-cost per unit 
production Tlie tropical and sub-tropical parts of the world, 
With their climatic advantages for the growing of crops such 
as cotton, rubber, tea, sugar and coffee*, their ncl: deposits of 
rare minerals such tu copper and tin, and their labour forces 
drawn from a subsutence economy where they were normally 
surplus to available land (whether locally or as immigrants 
from India or China) were therefore able to specjalmc oo 
the production of relatively labour intensive commodities 

Tliat tliese patterns were able to develop owed a great deal 
to the political and economic bnks between large areas of the 
world and the European mdustnal powrers and to the liberal 
commeraal policies operated especially by Bniain dunng 
the second liairof the mneteenth century, and to some extent 
by Trance and other European nations for a somewhat sliortcr 
period The reduction and simpldlcation of Bnush tanfls, 
begun bj I’jtt in the lafc cigbtccntli century but reversed by 
the war of 1793-1815, were renewed by Huskisson, President 
of the Board of Trade, in 1823 Huskisson’s tanff reforms, 
which included a working s^-stem of prcTcrentiat duties for 
colonnl goodt, laid the foundation of the British free trade 
policy which was finally implemented by Peel and Gladstone 
m the 18403 and ’SOi Tlic 1842 budget aimed to remove all 
absolute protubitiOTM on die import of foreign goods to 
reduce prohibitory duties to a moderate competitive level, 
and (0 reduce oUicr duties to maxima between 5 and 20 
per Cent In 1845 520 customs duties were swept away, and 
by 1849 all wheat, the commodity causing greatest controversy, 
vvas admitted to Bntam at a comiiul registmion duty of 1/ 
per quarter, which was itself removed m 1869 ’• 

• Thcuehlnt»<nr*^r> fh:eBtM/nrear«piviiuftr ISrua,h»<}ini>relJ»*«wswJB 
’■itli ik« fcu ipn»» (rudAtub In iu fctnaouc wruunUnn. Bwr prodt^ibw 
cr^stcnl <B aa onmir? Koa Mine lma>$i’«ai tjarrpean Ltl^iMr 



l6 TBAOE AND De» etOfMf'T IV UALA)A 

In France, Napoleon 111, a firm belicxer in free 
revened the polic> of proteetion that had charicientw 
French commerce imee Waterloo nnd in ISfO negotiated 
the Cobden Treaty wih Britain Under the Cobden Treat), 
highly protcctionui France not only abandoned lU position, but 
agreed to a ‘most fa\ourcd nation* clause Thu forced 
European nations to oner to and secure from France trade 
concessions to a\‘oid Britain i enjoying mcrvrhclmtng ad" 
vantages m s*hat vras the major continental marker The 
Cobden treaty vs-as thus followed by a whole senes of treaties 
between France and the other major European trading 
nations, which also made treaties with ore anoilicr and with 
Britain, and since each treaty contained a most favoured 
nation clause, any concesttoni became g en e ral for alL The 
European nations also followed the French example m 
aboluhing shipping reslnawns and throwing open ihor 
colonjal trade By 1870 there had been a general levelling 
down of restnetux trade barriers all rn er Europe. 

After the Franco-Prussian wrar of 1871, and during the 
depression of the l87Ch and ISSOs agitation against the rene'*^! 
of the various treaua was strong in France and in 1892 she 
returned to a policy of strong protection Germany, under 
Bismaick, also revxncd the tendency to free trade that had 
been marked in the 1860i and 187Qs, though, as an industrial 
nation of growing strength desinog cheap food, she pursued 
more conoliatory poha« in the last decade of the century 
with the object of extending her markeis 

Despite die reaction against free trade in Europe towards 
the end of the nineteenth century, the fact that her markets 
were readily accessible to the raw malcnab of the other 
economically developing continents for some twenty to thirty 
years, and in Bntain until 1914, at a time when they were 
attracting setilen and/or opening up their agncultural and 
mining lands for commeroal purposes was a stimulus of the 
highest order 

The Influenu ej Frn Tradt and PjeUctiomm 
en Faltena cf Etmomic Sptaalizahan 

If It B true that the generally bbcral trading pohaes of the 
major European nations eased the international flow of goods 
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and contnbuted to the de\clopm€nt of the truly global trade 
that took place between about 1865 and 1914, it is equally 
true that most of the European and European settled nations 
were less firmly convinced of the appropriateness, for them, 
of free trade than was Britain Both France and Germany, 
os has already been noted, vacillated between protectionist 
and low tariff poliaes, and the United States, following the 
civil war of 1861-65, m general adopted a policy of protection 
for both her agriculture and her industries Canada and 
Australia, with dormnion status, introduced measures to 
protect and nurture their infant industries, whilst the Japanese 
government ivas very active in stimulating and guiding 
industrial development after 1870 Russia, aiming to transform 
herself into a modem industrial state, was generally pro- 
tectionist after 1878 and in 1912 had (he highest duties in the 
world 

Hie deairabili ty of protectionist policies in France, Germany, 
the United States, Canada, Australia, Japan, and Russia, 
in the period when a rclauvely hberal is-orld trade, revolving 
espeu^y around the British Empire, was helping create a 
particular pattern of economic specializauon, raises more than 
a suspiooD that the governments of those countries did not 
fully behne that the law of comparative costs, operaung in a 
free trade world, would benefit them economically to the 
extent that the classical economists bad claimed it should 
By the mid twentieth century these made up a group which, 
with Britain and a few smaller states, represented the world’s 
richest and most advanced industnal nations As a furtiier 
move away from a free trade world in the economically 
troubled years between the two worid wars, a number of the 
richer of these leading industrial, trading and investing 
nations contnbuted to the erection of a senes of substantial 
bamers to the free operation of market forces inth the prime 
intent of defendmg tlicir own and their impcnal economies 

AlUiough total world trade increased betivecn 1914 and 
1929 (it rose by more than 50 per cent of the 1913 level 
measured at constant prices**), it fell drastically dunng the 
19303 as economic activity slowed down in the industnal 
states of ilic western world and as their reduced demand for 
raw matcnals affected the pnmary produang nations Trade 
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rcstnctiomsm, which m the 1920s svas motivated largely by the 
desire of individual industries in numerous countries to 
perpetuate the natural protecuon they bad eiyoyed during 
the First ^Vorld War, svas extended in the depression years of 
the 1930s from ample tariff protection to the quantitatnc 
regulation of imports and the control of exchange dealings, 
in order to protect national balances of pajTnents Protective 
walls of one sort or another were rais^ around existing 
industna and home agriculture in the older industrial nations, 
and around infant industries, considered essential for diveni- 
fication, in the newer ones Following attempts at the establish- 
ment of pnvate and national cartels in the 1920s, a range of 
intemabonal schemes w-as adopted to restrict the oport of 
raw materials, such as tin (1931), sugar (1931), tea (1933), 
wheat (1933), rubber (1934) and copper (1936) in order to 
pre> ent their pnees from dropping to or rcraaming at completely 
ruinous levels At the sametime, the desire for self suffiaency, 
as exemplified most strongly by Germany, and advances m 
saence and technology, making jwssiblc the substitunon of, 
for example, chemi^ fenilizen and aioficial silk for the 
'natural* commodities, limited fiirthcr the demand for vanou* 
raw matenaU m the older industrial states, whflst the develop- 
ment of alternative sources of power to coal and the diffusion 
of mdustnal capital and of the knovslcdgc of mdustnal tech- 
niques were contributing to a much wider spread of manu 
factunng industry In 1937, Sir Deoms Robertson raised the 
query whether international trade would ever play again the 
same dommant part m the economic life of the world that it 
had played in the mneteeodi century, and seemed convinced 
that the world would have to Icam to accommodate itself 
permanently to a smaller rclativx volume of such trade.** 

In so far as any geaeralizacioas that deal with the economic 
pohaes of a large number of politically independent nations 
in a trading community as la^e as the world be valid, 
It seems that the last forty years of the mneteenth century 
constituted a period of relatively LberaJ world trade whilst 
the first forty of the twentieth was one of general protecnonism, 
with some countries, for example Britain, bemg more bberal 
than most in the protective era and others, for example the 
Umted States, more protective than m<»t in the Lberal 
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If It 18 accepted that the 'power bouse' of the ivorld economy 
in both these eras consisted of the industna] nations of tlie 
North Atlantic basin, the ccononuc policies of these nations 
could be expected significantly to have influenced develop- 
ments m most corners of the oimmcraally organized ivorld, 
and therc/bre the character and advantages of international 
economic speualization 

The free trade era, if it may convcmently be so called, 
was the one in which, as has been seen, economic specialization 
developed throughout mudi of the world, and this spcaalization 
was determined to a considerable extent by the cost advantages, 
eitlier absolute or comparative, possessed by the various parts 
of Uic world at that time and thus within the framework of the 
technological knowledge and achievements of the period 
Its contributions both to economic speualization and to 
economic growth cannot be demed, though these specializations 
and growth were somciimes founded on a reckless mining 
of the soil or ignorance of clunauc hazards E\en m the 
‘free trade era’, hosvcver, a marked difference is recognizable 
between certain rather Unuted areas of the world, and these 
were invariably politically and economically independent, 
and others that were tied, either as political colonies or by the 
existence of a large measure of foreign economic control, to 
overseas— predominantly North Atlantic — nations In the 
former — and Canada, Japan and Russia can be uted as 
examples — economic poliaes were adopted that were believed 
to be in the national interest and /requcntly were protectionist 
to a less or greater extent The tliconcs of Tncdnch List,” 
wlio wrote in 1841 in Gcnnany after some years of working 
in mining and railw’ay organization in the expanding Amencan 
economy, fawured protection of infant industncs which 
Were seen to be necessary for economic growtii but which, m 
their early stages, were characterized by high production costs 
Owing to Uie la^ of indusUia], business and organizational 
expencncc, of a skilfed labour force and established market 
Such youthful industries, whatever their future prospects, 
ttuld not be expected to compete with those of a country, sudi 
as Britain, whose own manufactimng had passed through tliese 
stages and whicii was beneftung from the advantages of iarge 
scale producuon List’s theones earned great weight with 
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manufacwnsg mtcmB m conunonlal Europe aud Ruisu and 
had conuderahle inlluenct on nabooj pohaca j„,roal 

In a nombor of the independent nauon ^ 

gnmlh thm tool plane nhich, in many ‘“'“f • 
in due comae to compete aeiy efleeUaely noth 
nhose manuTactura proteeuon ”'^3 mdoi 

advantages that Bntam had acqmted from her “ 

mahaanon were thus counletbalanced.^d fE' “ P 

advantages of. for example, the Ruin or aev ^i 

CQual to or greater than those of Tees-side 
daimcd, of cou^s^ that protection of infant 
sole or e% en the major requirement necessary 

mcnl of a manufacturing e»nomy The 
for economic, especially industml, tak^lT th . ^ ^ 

which IS particularly associated with the economic h«wn^ 
\f W Rosiow**— ore many and x-aned, touching m ^ > 

the avaHabihty of raw matcnals,* but also of industnd »pi^ 
and eotreprencunal ability, of the esastence of a soa ^ . 

that pernuts raobihty of aU kinds, and of a legal OM that 
defines ngha of p r o pe rty, person and contract. The «sa 
of many of these eonditicns m the European states 
daughter nauons of the New World, and their debate 
creation in Japan, hdped make possible industrial growth but 
U seems generaUy true that, e%en where 
soaal pre-requisites existed, competition from older esta 
manufacturing areas had to be contained by restrictions o 
trade if such xndustnal growth was dfectisd) to take place 
RtBtow admits, amongst others, the undoubted service o 
take-off m lea^g sectors performed by the ,i\mencan textile 

ianffV of 18281 and rail iron tanfls of 1841-42 and the Rusian 
tanffr of the 18905, but claims they usually reficcted an 
and purpose among key entrepreneurial groups which wo » 
m any case, ‘probably have done the tnck’ ** 

The contrast between the nature of the economic acUvtties 
• ladeed ta miny caxi, ihew bare pcoytd of ntber mmnr cg n i fifin w e-S 

view a aol amvenaSr aoxptal. neverthdeB. D 
tl« want that Amoica was q p u r u ng dteap cottas totlla br lalu vu 
* ' * • ' • ^lymTOnimn^ nf An^Tican ewnpentieo m w 
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that developed m the ‘free trade era’ in the independent nauon 
states quoted and that charactensUc of many of tl« political 
and economic colonics is, however, most marked Tins latter 
group of tcmtoncs included the Asian, Afncan and West 
Indian colonies of the European powers, and the m^onty ot 
the Latin Amcncan republics, which were ruled by what 
noivadays would be called ‘seiUer’ governments and the 
developed sectors of ivhose economics were frequently under the 
linancial and usually managcnal control of oveneas compamo 
Such temtones frequently possessed what have been desmbed 
as ‘export economies’ ’* Tlic demand for a vancty of raw 
materials from the induslnal nauons first of Europe, thm ol 
North America and elsewhere, was responsible, as has been 
seen, for providing a considerable stimulus to the cCTnoraic 
development of many parts of the world wh«c indigenous 
economies were largely rural and stagnant inveswent m 
mining and planUUon enterprises was accompanied by tne 
development of transport and commumcauons 
(including railways, roads, ports and telephone and post« 
lystems), and power generauon, and m due course, as a reuU 
of the increased income accruing to government from econo™® 
expansion, the development of at least some basic soaal services 
such as cducabon and medicine Increased income WM 
undoubted!) aUo earned not only by the labour force Jreclly 
involved in the export enterprises, which, although oRcn an 
immigrant one, demanded goods and scrvica ofwlu 
least were locally provided, but also by the employew of pubhe 
uulmes, builden and contractors, ivholcsalcrs and 
crafismen. market gardeners and small holden, clerks and 
messengers etc. Even, as in much of South-east Asia, where tlw 
majority of these pcrsormcl were also immigrant, tm ' ^ 

mcnl cannot be denied to have taken place, an * 
cannot have failed to have widened the oppoituni 
economic betterment available to the indigenous pcasa ^ 
However, the producuon of plantaUon crops and 
m some cases, of foodgnuns was almost entirely des ” , 

overseas markcU, and a great deal of the demand engender.^ 
by export camingi ivas satisfied by imports, of food as w 
manufactures 

Cnucam of such export-oncoted economies arises not Irom 
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savings abroad, and whenever accumulated funds were used 
for the replacement of, or for new investment in, capital 
equipment, they tscrc spent abroad 
Shu Chin Yang, in descnhtog the ‘backward* and ‘forward’ 
bnkages that represent mter-mdusuy demand and supply, 
indicates that aldiou^ prunary producoon has very low back- 
ward linkages, its forward lioiage (i e its potenti^ for gene- 
rating further economic growth such as in processing and 
manufaaunng industry), is very high but that in the cases of 
the export economies this potential was exported rather than 
retained in the home sectors of the economies ** According to 
Levin, the lack of domestic investment opportunmes in the 
home sectors discouraged savings and led to a high level of 
what he calls ‘luxury imports’ by the wealthy groups assouated 
with the export industries, and a further boost was thereby 
given to the vicious spiral of 'arcular and cumulative causa- 
bon’ •* In general, where the structure of an export mdustry 
was charactenzed by foreign factors of producuon and luxury 
importers, and the pohiic^ situation which peimitted it per- 
sisted 1 e where free trade, free immigrabon and free exchange 
existed, high expert earnings contnbuted little to the 
diversification of domesue economic groivth 
The atguroents presented by Levin and Shu, which contend 
that the muUipber effect engendered by primary production 
occurs m the ‘metropolitan country’ from which the foreign 
factors of producuon came and to which the factor income 
returned, may be considered typical of those seeking an explana- 
Uon of tile relaUvcly slow ccononuc growth of the export 
economies by pointing to the existence of the foreign ‘economic 
enclave’ Other economists have laid heavier emphasis on the 
argument that the long term commodity terms of trade turn 
against economies based on the export of pnmary products, 
and that therefore such countries have been depnved of most of 
the gams from trade This approach u particularly assoaated 
with R Prebisch*^ and points to the familiar inelasucity of 
demand for primary agricultural commodities and metals, the 
secular tendency to overproduction of such goods and the 
development of alternatives and subsututes, compared to the 
high income earning capacity and infinite vanety and rapid 
sdsptsbScty qF atsnufscCured goods 
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Related to thu tenm-of trade argument u the observation by 
B- Nurkse that whereas dunng the nineteenth century exports 
of primary products were expanding more rapidly than those 
of manufactured goods, m the nud*twcnUclh century there is a 
tendency for food and raw material exports to lag behind 
exports of manufactured goods In consequence, Uic forces 
that made for the diffusion of economic growth from advanced 
to less developed countnes arc not as powerful in the twentieth 
century as they were in the mncteenih century ** 

Unlbrtunatdy, the theoreUcal discussion concerning the role 
of overseas trade m the economic development of the export 
econormes lias been supported by only a very limited amount of 
empincal evidence One interesting and revealing study, of 
Ceylon, casts some doubt, however, on the validity of many of 
the theoretical assumptions Youngil lam,** using statutics that 
are more reliable than those of many under'developed countnes, 
shows that m Ceylon the export sector grew to augment market 
demand for domesQc output rather than to form an econonuc 
enclave and that for the penod 1948-54 about 2 5 rupees of 
domesuc income was created for every rupee’s worth of 
exports He further shows that no downward long term trend 
m thecommodity terms of trade since 1900 IS apparent and that 
the annual growth rate of Ceylon s exports since 1900 (mainly 
of tea, rubber and coconuts i e highly typical export com* 
modines) has averaged 6 per cent compound, a rate higher 
than the growth rate of income m industrial countnes, of 
exports of industnal countnes or of population m Ceylon for the 
same penod 

There seems httle doubt that the explanation of the limited 
diversification of the export economics cannot be given in a 
few simple econonuc terms, however attractive these may be 
for certam purposes and without denymg their very great 
importance in contnbutmg to the mamtenance of particular 
patterns of speaahzation (their ‘freezmg’ m Clairmonte’s 
tcrmmology) whose evolntioix tKxurrcd primarily m the 
nineteenth and early twenDeth centunes Soaal, institutional, 
and psychological factors at least, although often more difficult 
to measure, contnbute to the existence or lack of the oppor 
tunities and mcenuves that seem essential for economic groirth 
Thus H G Johnson, whilst emphasizing the crucial role that 
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the mternauonal ecoDomic rdations of a couatxy can play in 
the process of transfonnatioa, states clearly that economic 
development and mdustnalisation require the transfonnation 
of the scaety and the economy, and the transfonnation must be 
largely an internal one ** In retrospect, it may well be that the 
major cnticistn that can be IcveUcd at colonial (in the broadest 
sense) economic policies in this context was their laiiure to 
stimulate such internal transfonnation more than they did, 
whilst, m fairness, remembenag that much colomal theory 
aimed at disniptmg mdigenous society as little as possible 

Atailable data indicate conclusively that the total value and 
the physical output of exports from the ^export economies’ 
expanded rapidly once they were brought into the ambit of 
international trade, and that in many coses the rate of increase 
in eicport production was well above any possible rate of 
increase in population, thus resulting m a considerable nse ui 
output per head * dually, an analysis of the economic 
structure of the export economies m the mid twentieth century, 
either before or aAcr the achievement of political independence, 
indicates the extent to v^hich they remain speualued j It is 
perhaps possible (o create a crude model tliat incorporates 
various of tlic notions discussed above and that helps explain 
both the rapid growth and lack of di\ ersiiication of the export 
economies 

The export economics evolved as commerual, and frequently 
pobtical, dcpcndenacs of distant nations, acting as outlying 
producing regions whose disunctive climatic conditions or 
mineral resources gave them advantages m the production of 
certain commodities Such producuon was comparable to that 

* Tor ecooitile, quote* tbe <nnii»t value of Buisu t export*. uLof 

ram tJ lugb »ad law price*, 4* kavtag locnwd <t 4 cosiuai proportion*] rate 
of S pee cent. p.4. cn llte average hetwtea 1X70 •sd 1900— dunng thi* period 
the are* under nee culnvatioa to tawer Bum* more Ui*n trebled whiLi ibe 
popuUtKui. indudiBg mnugmiti Cnifs Upper Buna*, doubled. Coco* output 
to the Cold Cout expaodtd over Ibrtr tune* durifig the penod 190S-3o** 
Suml*r exunpici c*a be quoted tor moy other Auan uid Afncan tt*tc*. 

t A coeaiuie oT the decree to which the uporti of a couotry are fpeculued 
nuy be achieved by the vue of an eapwl specubutaon Index thereby a value of 
100 repreaeou eomplcte tpecialixatioo 0 o. all export* bll uuo one category 
however that category may be deSned) and a value of 0 rcpRaenii conipieie 
diveniTicaucia (ue. all catepinc* are n|u»ily tepreacaud) Uiuig a ipeoatixation 
index baaed on a Lotea* curve (tcc Tbomaa fC S. and CooUing E C. 
fflitt/nutuiwi Tradrpp. t7S~i?9 broaatoM theftUauiiig valua wereobUiAed 
tv 196S Wert MaJayua 79-9 CeySaa 91-0 Burzu (1964} 98-1 Eiberta 9X7 
Thae nay be tompam Mth (aliolbrl96}}i Canada 622, Wot Ccrsiaay 71-0 
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within the vanous region! of a single nation and was made 
possible by the free mosemen^ as withm a nauon state, both of 
the mobile factors of producuon — labour, capital, entrepre 
ncunal ability — and of the commodities produced 

Under the sumulus of growing demand m tlie metro- 
politan nauom and of the flow of capital mv estment from the 
increasingly prosperous north west Europe and North America, 
export producuon expanded rapidly That the producuvity 
of agnculture and numng in the colonial economies was 
readily increased was perhaps partly due to increased division 
of labour and speaalizauon leading to innovauons and 
cumulauve improvements in slull and productivity per man 
hour (tlic Smithian theory) In \I>ini s terminology, howrever, 
more likely it v\as, first, the result of once for all increases m 
producuvity accompanying the transfer of labour from the 
subsisteoce economy to the mines and plantauons and the 
ready exploitation of accessible imncral resources or previously 
untiUed soil, and, secondly, the increase m viorking hours and 
in the proporuoo of gainfully employed labour rclauve to the 
semi idlelabourofthesubsisteaceeconomy ^V here local labour 
was scarce or unsuitable, it was imported from subsistence 
economies elsewhere, often liom increasingly far afield as 
producuon expanded 

Indigenous production of the export commodiUes, espeaally 
agnculturai ones, was often sUmulatcd, even in remote areas, 
by the growing demand for such goods and by the supply of 
manufactures espcaally cotton piece goods and ironware that 
could be obtamed in exchange for them The tcchmcal know 
ledge obtained from the foreign sector and the growth of 
commeraal marts capable of handling the output of small 
scale indigenous producers were cssenUal addiUonal stimuli 

The mercase in population and m purchasing power of the 
exporting region led to a growth m the demand for foodstufrs — 
some locally produced and some imported — and for manufa 
tures which were readily imported rather than locally made 
Contributing factors to the bnuted development of local manu 
factures to supply the growing local demand certainly included 
the ready availability of imports, both varied and cheap as a 
result of their m ass producticB Sot ths Jasge msrksts secessibic 
to the industrial nations the mabiLty or unwillingness of local 
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capita}, where available, to combine for the establishment of 
local manufactunng, and the lack of skill of the local labour 
force, cspcaallyin machine (Relation, engmeenngand manage- 
tneoe The shortage of supporting industnes and perhaps of 
cheap, local raw materials were often significant also Unhke 
the situation existing in the commodity export sector, there was 
clearly no incentive for the overseas investor or entrepreneur to 
devote his funds or skills to manufactunng industry in the 
colonial economy since, in general, returns were higher m 
either the export sector itsclfonn metropolitan manufacturing 

Emphasis on the export commodities, by both the foreign 
sector and the often increasingly important indigenous producer 
contributed to thcgroiwngtolumeof caportsofrawmatenals, 
despite periods of economic recession that, temporarily at least, 
struck them parucularly bard This expanding export trade 
provided local governments, in various ways, with revenue for 
the creation and improvement of the economic and soaaJ 
infrastructure which, understandably, was designed to re 
inforce the export sector from which the bulk of such revenue 
was derived 

The geographic^ consequences of this model can readily be 
rccogmzcd At points from which trade could effectively be 
controlled and at which exportable products could conveniently 
be assembled for shipment, colonial settlements were estab 
Iishcd as overseas appendages of the metropohtan economy 
Although several of such settlements began as indigenous 
foundations, they developed as foreign enclaves w7th a domi 
nanlly trading funcUon and an access and site adopted largely 
or cnUrely for that purpose *• European urban styles, of ware- 
house, back, hotel and oiBce, were constructed as the physical 
expression of the metropolitan economy along waterfront or 
tidal estuary whilst buildings of indigenous or non European 
immigrant style housed the majority of the burgeomng popula 
tioQs whose acuvitics were equally detached from those of the 
subsistence cultivator 

From these footholds or gateways were opened up mineral or 
plantation areas, their lotions determined partly by the 
physical orcumstances of the particular enmroameat, such as 
the occurrence of minerals or of particularly suitable soils, but 
/hmrarnbf 
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development of the radway, such locations were closely 
associated with seaboards and navigable waterways, but with 
the improvement of land transport links, raining and com- 
mcrcial agricultural developments took place in more remote, 
often continental areas As m the temperate lands, railway 
development made possible the commeraal exploitation of 
intenor areas, though these remained focused on the essentially 
alien tradmg City Control of mines and plantations was 
predominantly non indigenous, since the local economy had 
neither the skills nor the capital to initiate or sustain such 
developments on any scale and often even the labour force was 
imported for similar reasons ** 

In areas within reach of the transport faahtics, however, and 
as the development of commercial arrangements m the trading 
city or m more local country centres made possible the mar- 
keting, and where necessary processing, of relatively small 
quantities of a mineral or commercial crop, small scale produc* 
txoa of export commodides was stimulated There thus 
evolved a ‘grey zone’ of seim subsistence, semi commeraal 
acdvity, undertaken by ind^enous or self employed imm^ant 
people, which was perhaps less intensive and less effiaent (in 
terms of eSbrt mvolved) than the foreign undertaking, but 
which often was able to work sioalfer patches of less accessible 
ores or to cultivate less tractable or fe^e terram 
In the region tributary to tbe seaport city, that washnked to 
It by railway and, later, road and withm which was concen 
trated the producDon of commodities for export, came also to 
be concentrated the various services necessary for its efSaent 
functiomng Postal and tclecommumcations services, water 
supply, medical and educational facilities — the latter restricted 
and usually m the 'metropolitan* language but laying the basis 
for at least a reasonably educated middle class and indigenous 
aristocracy — and relatively incorrupt administration and 
justice spread from the seaport and gradually penetrated the 
region of export production As they did so they contributed to 
the creation of a limited number of small urban settlements, as 
centres of administration, railway junctions and local trading 
posts The possibilities for employment in these services as well 
as in the export industnca, the unproved Facilities for handhng 
local export commodities and for local petty trading, perhaps 
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even better chances of survival, tharJu to at least nummal 
health faohues and famine avoidance measures, were all 
significant m accounting for a more rapid population growth 
by both immigration and natural increase in the region of 
export production than in oeigbbounng subsistence areas. 

The essentially intermediate economic role of the seaport 
aty was responsible for the fact that its occupational structure 
was characterized by the dominance of the tertiary sector *» 
Primary and secondary ladmtml development was limited to 
the essential processing of raw roatcnals, especially in cases where 
a considerable loss m weight or bulk was involved and such 
processing wasoHen on a large scale employing some hundreds 
of people, and co the small scale manufacture of consumer 
goods such as foodstuds and funuture that, for various and 
differing reasons, were more efBaenily provided locally than by 
imports Other pnmary and secondary monufactunog was 
absent, items such as textiles, hardware, machinery, electneal 
goods and vehicles all bemg readily obtainable from oveneas 
The industnal landscape of the seaport uty was thus one of a 
very few large, and frequently or usually alien-controlled, 
processing worlj, such as tm smelun or oil nulls, and a large 
number of small scale workshops, operatmg m often madequate 
or unsuitable premises, making cheap agareltcs, soap and 
sauces, pastas and confectioaery, funuture and shoddy foot- 
wear for the local market 

The introduction of diverse peoples of markedly different 
cultural habits into the seaport cities, the mines and plantations 
and the smaller local towns of the export region contributed 
not only to its obvious soaal and ethnic vanety but also to its 
landscape by the creation of bouses, shops, places of worship 
and recreation in imported architectural styles or in new styles 
that attempted to provide for the distmctive cultural needs of 
immigrants m an environment of unfamiliar climauc elements 
and building materials Well into the 'grey zone’ of small scale 
commeroal activity, and even beyond into the fully subsistence 
areas, petty traders earned Ac products of Ae seaport city or 
Its imports so that rural landscapes were modified by at least the 
existence of a small shop and by the use of alien toob, flash- 
hghts, canned foods, soft drinks, cotton piece goods and sandab, 
and, la due course bicyides, sewing cnadunes and radio sets 
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Polutts for Economu DtvasficatiM 
tn ihe Export Economies sinet the Second World War 
In very many ways, politically, economically and socially, 
the Second World War completed the destrucdoa of the 
‘nineteenth century’ pattern of life that the Fint had begun 
As a consequence of a very complex senes of factors, the full 
details of winch have yet to be unravelled, the vast majonty of 
the pohtical and economic colonies of the Atlanuc powers 
achieved far greater control* over their destinies in the twenty 
years following the war than they had had m the decades that 
preceded it local reactions to political independence, which 
clearly was far more readily achieved than economic, vaned 
widely but m the export economies almost universal dissatis- 
facuon was expressed with the existing economic structure 
The lack of relevance of the pre-war economic patterns and 
pohues to the post-war problems of the former colonial 
countnes and the economic objections to their contmuation were 
widely agreed The assumptions that underlay the classical 
doctnne of inlernational trade seemed hardly appbcable to the 
newly independent nations of the developing world** — as 
mdeed thay had not been considered wholly applicable to most 
of Uie nations of Europe and the temperate world 10 general 
since at least the beginning of the twentieth century It seemed 
highly unlikely that a mere continuation of the production of 
raw matenals for overseas metropolitan markets in exchange for 
manufactured goods could possibly bring about the substantial 
nse in employment opportumties and living standards of fast 
expanding populations that were the prune expectations of all 
newly ‘liberated’ or enfranchized peoples As a result of the 
use of substitutes, the constant development of synthetics made 
possible by the highly sophisticated technologies of the indus- 
tnal countnes themselves, and more efliaent (thus less extrava- 
gant) use of many raw matenafs, tlic world demand for the 
products of the traditional mimng and plantation industnes 
was, m general, likely to grow less last than that for manufac- 


• At lea»t nODunally vid kppareoUr— •( «» • quotion. Cu beyend the purpose 
or competence of this book to ducuss ivhetber this meant anythin^ beyond tbe 

n^l to boU the wbecl ot the ship ofiUle that was really bong canted aioos u> 
the powerful current oT wider cvcQis. 



32 TRADE AND DEVELOPMENT IN MALAYA 

that the cbaDge from a tradiDcmal economy, based on near* 
subsistence agnculturc and the bulk export of a few primary 
commodities, to a growth onented modern economy mvolves a 
large number of readjustments la the soaety concerned, and 
that ‘industnalization* is an economy wide phenomenon, the 
essence of which is the consaotis pursuit of economic growth 
IndustnahzaUon in this broad sense requires far more than the 
mvestment of capital m the establishment of mdustnal faabties 
and their supportmg infrastructure It requires a skilled, 
disciplined and acquisitive labour force, a professional mana* 
gend class, efficient resource allocation and many institutional 
and soaal changes affectmg land tenure, the distribution of 
income and the abandonment of close social control over 
economic life The undeistanding and acceptance, greater m 
some countnes than in others, of the importance of these factors 
IS one major resison for the necessary involvement of the state 
in economic development planning 
The first and most popular type of manufacturing industry 
encouraged in developing countnes has been concerned with 
import substitution A number of countnes, espeaally the 
temperate zone nations of the southern hemisphere (Argentina, 
Union of South Afnca, Australia and Neiv Zealand), attempted 
to counteract the imbalance of thar overseas trade created by 
the contracDon of their exports during the Great Depression by 
means of import subsbtution and continued this policy dunng 
the Second World War Import substituUon serves to retain a 
large proportion of demand at home amd also prevents further 
increases in domestic demand (resulting Ijdiq nses in population 
and per capita income) from Icakmg too greatly abroad — it thus 
both counteracts tendencies towards unfavourable balances of 
payments and provides domestic industrial employment It 
necessarily demands, however, the abandonment of the free 
trade policy and the free monetary exchange system Resme 
norust trade pohaes of various kmds were therefore adopted by 
coimtnes pursuing industrial activity of tVii< type during the 
Great Depression and have been followed by many developing 
countnes since the Second World War 

Import substitution, or inward looking mdustnahzation m 
the terminology of Frebuch, comes sooner or later to face 
growing difficulties These ans^ m the first place, from the 
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smallaesi of Diaoy QRUoaal markeu whoso capaatj' to absorb 
unport subsUtutes (typically items such as tooth paste, cotton 
go^, torch'battenea, stationery etc) i3 limited both by 
population and spending power, and secondly, because die 
further lubsutution proceeds m respect of some imports, the 
more other unpom grow became of the heavier demand for 
capital goods and, su&equently, because of the cifects of higher 
income The sunple and c^uvcly easy phase of import 
subsutuuon reaches lU ImuU fairly <]uickly m countnes wlueb 
mabe satisfactory economic progress and the need then arues 
for more complex and difficult substitution activities that need 
much capital and large markcis 

The problem of breaking into export markets u probably the 
most difficult that a newly industnaiuing country has to face. 
The lelausc smallness of nalioual maiVcis and other adverse 
factors, such os the absence of skilled labour or suitable 
anodary services, usually results lo high cost production by 
local industry Such industry needs considerable protection, for 
example by high tanHs, ulueh encourages the cstabhshment of 
small, odea uneconomic, plaau and weakens incentives to 
introduce modem techmques Any attempt to export die 
products ofsuch industry eacouoten great difficulty because of 
the sae of internal costs which, however, could be reduced, by 
means of greater production, if export markets were available. 
If industnaliaaUon u to be more thaa a icmporary polhatn e to 
the ccononuc problems of the developing countries, they need 
to move beyond the stage oC iai5>ort substitution and into 
export markets — intenutional trade becomes, therefore, once 
agam a prime concern 

Hie problem of export markcis ffir manulacturcd goods u 
greater than that of the oAeo high pnee of the goods offered for 
sole overseas by dev doping countnes Possible markets dearly 
indude both other developing counuia and the developed 
countries. In the former, moikeU arc still small owing lo 
limited puixhosmg power and, uolos regional prefcreocci were 
granted, compcutioa with the products of the devdoped world 
would be difficult In the long nin, regional economic group* 
mgs to guarantee wider markets for strategically located 
induitncs could overcome die problem of the imallness of 
oationid matkeu in regions such as South-east Asia, Central 
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Amcnca and the West Indies, East Afnca etc , but at present 
economic nationalism seems to preclude any major advance in 
this direction * From the point of view of the size of the 
potential market, the devdoped countries appear as a much 
more favourable destination for manufactured goods and, m 
these markets, the developing nanons will often have a cost 
advantage once they can operate on an optimum scale Lower 
wage rates, often cheaper raw materials (minerals may be less 
worked out, many raw matenab may be local rather than 
imported) and modem production methods should then make 
It possible for production costs to be considerably lower than 
those ruling in the developed mdustnal nations The cost, for 
example, of Indian textiles and of a whole range of Japanese 
goods suggests thu is already the case m these instances 
However, the fear of this very situation and the desire to 
protect often long established and increasingly uneconomic 
home lodustnes has led to the erection of many protective 
devices by the developed nations Such protecuonism can be 
justified by the same economic nationalism as that invoked by 
the developing couotnes when protecting their ovm infant 
industries but, m H G Johnson's words, 

The difierence is that whereas nationalism m less developed 
countries justifies protection as a means of establishing new 
industries at the apparent expense of the foreigner and actual 
expense of the consumer, nationalism in devdoped countnes 
justifies protection as a me^uis of prcservmg old mdustnes at 
the expense of both the consumer and the foreigner, particu 
larly the poor foreigner, who could supply the products 
cheaper ** 

The marketing problems faced by any developing countries 
once their mdustnalization reaches the pomt where they need 
to move beyond import substitution was one of the major 
themes developed by Raul Prebisch, the first Secreury 
General of the United Nations Conference on Trade and 
Development (UNCTAD) •* Since the Second 4Vorld War, 
international trade has operated under the general control of 
the General Agreement on Tanfis and Trade (GATT), 

• In the oil refining industry for example Odell commenu on the Tact ihal of 
the 118 eaoting ot planned refinenm mLaun Amcnca. South-east Aua and Africa 
only 26 exceed the capaaty recognized ai the tninim.iTT. at which a reasonably 
economic refinery can still be built <■ 



36 DEVELOPMENT IN MALAYA 

a dozen or so dc\xlopmg countnes, at the time, had strong 
prospects of exporting manufactured goods but the policy will 
become mcrcasingly attracuve as more counlncs become less 
inward looking m their manufactunng 
The general acceptance that the free trade model, which 
explains the imtial growtli but limited dtscrsiflcation achieved 
by export'Onented colonial economics before the Second 
\Vorld War, is in no >vay applicable to the new conditions and 
problems of the post ivar world requires its replacement by 
one more relevant Although every opportunity offered the 
commodity export mdustnes should be taken — and this 
often involve the exploitation of new resources — further 
economic groivth appears to requue the development of a 
manufacturing sector hand m band with agncultu^ unpitn e* 
mcnls that will raise rural hving standards and provide a 
marketable surplus for the groiving mdustnal population 
Except m rare cases the nuoufactunog sector ^v^U require 
protecaon from overseas competi&oD and initially will con* 
centrate on import subsutuQon ^Vhen the limits of import 
substitution have been reached, expansion into more sophisa 
cated manufactures will often depend on the development of 
oiezseas markets ivhich could feasibly be based on regional 
trading ^eements or on prcfo-ences granted by the developed 
countnes of the world in instances where operations below the 
optimum scale result m high cost products Where the manu 
{actunng costs of the devclopmg countries are low, the develop* 
meat of overseas markets will be very dependent on the 
attitudes of potential trading partners who frequently will be 
strongly tempted to defend those home mdustnes vvith which 
the devclopmg countnes may compete 

Any attempt at assessment of the geographical consequences 
of development along these Imes is necessanly \ cry tentative at 
such an early stage but certam tendenaes are becoming 
apparent that permit an initial appraisal In the export 
economies, the functions perfonned by the big seaport aties arc 
of greater importance to the newly mdependent nations than 
they were to the colonial regimes that created them. The 
universal desire of these natm™ to improve living standards 
and opportumUes by divcrsi^mg and expanding their econo 
mies ^ds new importance to the foreign income tliat can be 
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dcnved irom the export of their traditiooa] coJoxual products 
and therefore to the services provided by the seaport aties In 
addiUon to the necessary maintenance of the trading cities as 
commcrctal centres and links with tlie world market, many ha> e 
acquired increased significance as admuustrativc capitals 
National planning vvitli its unavoidable degree of centralized 
direction and adnumstration, makes the need for location of 
planning and administrative bodies in the major centres of 
communications, commercial activity and overseas contacts 
very apparent 

Import substitution mdustnes are most hkely to be located 
in or near the great seaports where are to be found both the 
labour force and the major home market Location in the ports 
also cases the import of necessary raw materials, part 
manufactured goods or components and machinery, and the 
distnbunon of finished goods elsewhere in the home region by 
means of the transport Unks focused on the port which serve 
the areas of dense population created by the export sector 
The factors inlluencuig the location of the more sophisticated 
industries chat are likely to develop aAer the import substitution 
phase will also favour the seaport cioes The necessary more 
highly skilled labour force will have been trained in the earlier 
industries or in technical colleges and trade schoob established 
tn the aues, the need (or export markets m which the products 
must be as compcUUve as possible makes such locations prefer* 
able, whiUt proximity to ancillary industries, financial and 
conunercial services and government departments increases 
their dcsirabihty Of necessity, therefore, the seaport aucs 
have retained and mdeed increased llieir importance to the 
nations on whose edges they stand but, although they retam 
many charactcruucs from their colonial days, certain changes, 
apart from increased size, arc apparent. DivcrsificaUon of 
functions, especially by laduscnahzation and an increasing 
Association of mterest with national hinterlands are perhaps tlx 
most significant If the ports were onginally grafted onto areas 
to whose indigenous populations tliey were entirely foreign, it 
could pcihaps be said that in recent yean the graft has begun 
to 'take' The growing concern of governments with the 
development of rural area^ the gradual commcroaluation of 
subsistence agriculture often by smallholder producuon of 
o 
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export crops, and the cncouragcmoit where possible of rural 
mdustnes arc forging new hnVs between llic seaport cities and 
the countryside The danger renuuns, however, that, unless 
strong efforts arc made to the contrary, the rural areas that 
were barely touched by the colonial economy will renuun 
economically neglected by its successor Perhaps one of the 
biggest naDonal problems of the developing countries attempt* 
mg to mdustnalize will be the achievement of balance between 
makmg their new mdustnes as effaent as possible, and thereby 
favouring the already most developed parts of their nations, 
and carrying at least a minimu m of social and economic 
justice to their outlying rural areas. The world wide problem 
that hes behind the whole concept of tlie developing world 
repeats itself on the national scale 

It might finally be considered whether the concept of com* 
parauve costs has any vahdity at the present tome, and whether 
economic specialization of the kind familiar in the nineteenth 
century retains any advantages to offer the world economy If 
the economic disadvantages suffered by many parts of the 
world as a consequence of the fact that Britain and north>west 
Europe were the first parts of the world to develop industrial 
economies can be overcome, by the protecDon of inlaot lodus 
me*, preferential trade pohaes as favoured by Prebisch, 
international aid etc., tlica a situation might be foreseen m 
which certain industnai advantages will lie with the present 
developed countries — in highly sophisticated mdustnes that 
demand a high degree of research talent and very skilled labour 
forces for example — and others with the present developing 
countnes, where less skilled labour and greater amounts of raw 
matenals arc needed For such readjustment to take place, the 
developed countries will need to assist the modification of their 
economies more readily than many are at present willing to 
do — for example by accepting further declines in fields such as 
textile manufacturing — and the developing countnes to plan 
their growth with more attention to regional speciahzauon than 
many at present are willing to give 
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CHAPTER 2 


The Background to Trade in the 
Malayan Region 


The previous chapter has allemptcd, in general temu, to 
provide a model or framewrL as a basis for the analyw of the 
evolving economic geography of what have been termed the 
‘export economies* — i e those areas of the world, frequently 
tropical or sub tropical, whose resources were developed and 
usually controlled by overseas interests to serve overseas 
markets, and la which there oAen, though sot invanably, 
developed dual economies with subsistence and commercial 
sectors co'Ctisung The ret of this book u a study of certain 
importaat aspects of the evolution of the economic geography 
of Malaya— a term* used to describe the peninsular region 
known politically since 1963 as Vial Malaysia together with 
the island of Siogapore—- which illustrates well the general 
theme, and Vvbch highlights both the opportumUes and the 
problems facing young nations who are seeking to build viable 
modem ecoaomres on colonial economic bases The book 
necessarily is concerned throughout with the commeraal 
sector though it is fully appreciated that many of the develop^ 
ments desenbed and of (he factois analysed have interacted 
with the subsistence sector (for example in the production of the 
‘grey zones’ mentioned in Chapter 1) and that many of the 
economic problems and changes in the economic geography 
assoaated with present day development are intimately con 
cerned with subsistence and senu subsistence areas. 

There IS no doubt tliat the commeraal economy of Malaya is 
overwhelmingly the product of its recent colomal past Never 

* la view of tlie vaned use of cunta bf d^ereat poUcjcal eaaucs at different 
umes It hu been neccssuy for the porpose of tUs book. carefuUy to define the 
gei^iphical ueu to wtuca nomcl refer These definitioas eppear ui Appendix X 
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thclcss commercial acuvity, boUi (he exploitation of mineral 
resources and the conduct of entrepot trade, was not unknown 
before the penetrauon of the Malayan region by the European 
powers and, indeed, the early decades of the colonial era, par- 
ticularly in tlie Portuguese phase, had more m common 
commercially with the pre-colontal period llian tvilh later 
developments 

Trade has been a major activity in the Malayan region for 
over a thousand years, and its early development was associated 
both tvilh tlie region’s gcograpluc^ position vis-a-vTs India and 
China and with its natural resources, espeaally mmerals The 
purpose of this short chapter, therefore, is to provide a general 
ba^ground, both physical and historical, to the hlalayan 
region as an essential prcbminary to the much more detailed 
analysis of the pattern of economic activity that was to emerge 
m hlalaya in the nineteenth and twenueth ccntuncs Most of 
the material summarued here will be famihar to the reader 
who possesses an acquaintance with the geography and history 
of South-east Asia and there are many readily accessible sources 
that cover both m detail ‘ For the un belt, however, rather 
more detail u provided, since the nature and locaDon of tin 
deposits have been of patucularly great significance to the 
economic geography of Malaya. 

Phjncd CharuUnslia of the Region 

The core of the hfalayan region consists of the Sunda 
Platform, an anaent conlincDtal massif, much of which is now 
submerged but which, in post Miocene times, existed as an 
cxtensiv c tract ofUnd joining present day Malaya to Sumatra, 
Borneo and Java. The platibrm consists largely of sedimentary 
rocks of Carboniferous and Tnossic Age mto which were 
intruded great masses of igneous rocks, especially granites, in 
post-Rhaeoc tunes Much of the land area of the western 
Sunda Platform is underlain by a large bathoLth of granite, 
ndges of which form the backbones of mountam ranges 
ifarustmg up through the older sedimentanes that were folded 
and altered by the igneous matenal and by the earth move- 
ments that accompamed its mtiusioa * 

As a result of compressional movements betw cen the Sunda 
PJat/ornr on the one hand, and Ac somewhat similar Sahul/' 
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Australian massif and the stable floor of the Indian Ocean on 
the other, a major phase of folding took place m the South*east 
Asian region in Creiaceo-Teitiary and more recent times. 
Grcatthickncsscsofsoft sedimentary rocks that had accumulated 



Tigure 1 Souifa east Asa — CencraJ 


around the margins of the Sunda Platform were crumbled and 
elevated to become dry land, and were then uplifted into two 
major senes of folds whuch largely determined the pattern and 
relief of the East Indian islands The flrst senes of folds, dating 
generally from the mid-Miocene, M responsible for the outer 
line of ranges and islands, extending from the western tnoua- 
tarns of Burma, through the Andamans, the islands OS' the west 
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coast of Sumatra, Sumba and Timor, to Scram and Bum m the 
Moluccas and probably conunuiog into eastern Celebes, 
Halmahcra and ^e eastern Pbnippine ranges The second arc 
of lather later folds runs roughly parallel to its predecessor and 
may be traced through the medial hiUs of Burma, the main 
central axes of Sumatra, Java and the lesser Suoda islands and 
then through the cur^ c of islets surrounding the Banda Sea and, 
conjccturally, into vtcstem and northern Celebes and the 
Phihppmcs At Nanous pomts along this inner Une, but 
especially m the eastern ulands, occur the region's two hundred 
or more \olcanoc3, including ten actise m the island of Flores 
alone 

Tcctomc movements, changes m sea le\ cl, particularly those 
related to the melting of the Pleistocene ice sheets, sedimentaDon 
of mer mouths Bowing into the shallow seas of the partly 
submerged Sunda Platform and the modification of land 
surfaces by erosion and volcanic ciupuon have together pro- 
duced m the region an extremely lotncate pattern of large and 
small islands These are separated from one another by 
shallow seas or narrow scraics and divided within themselv es by 
rugged mountain ranges or voleatuc coses nsing in places to 
above 10,000 feet Extensive coral reels occur off the west 
coast of Sumatra and also along the edge of the Sunda Platform 
in the hfacassar Straits and Flores Sea and, m conjunction with 
minor reefs and swift currents between the ulands of the 
eastern archipelago, produce oavigaDonal hazards that de- 
Bected sailing routes to the generally coral &ee seas between 
Sumatra, M^ya, Java and Borneo 

The climate of this vast archipelago u dommated by the 
monsoon wind s)'stcm, or more arxurately by the interplay 
of air-strcains from three mam directions— south, west and 
north case* During the northern winter, approximately from 
October to April, surface air streams from the north-cast 
(‘the north east monsoon'), onginabng as trades flowing 
under the mflucnce of the sub-tropical Pacific anticyclone and 
reinforced by outflows of cold air from the vast Siberian 
anucydone centred near Lake RaiTcal^ advance southwards 

• Dobbf prefm to kvoid the me of the too momooD *bccame the cenDOtaUoni 
*1 “t vanom puti of Ana diHtz m much that the term has the 

^Moolhesl io Asuac ffsogisfiif i 




the eatire rcgioa as £ar south as the Java Sea la the northern 
summer, ht>m June to September, ajr-streams from the south 
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and ^^cst reverse the process and by July and August converge 
over the South China Sea At this season the whole of South- 
east Asia IS influenced by south westerly winds (‘the south- 
west monsoon’) except Java, soolhem Sumatra and the 
south coast of Borneo where the prcvaihng wnd is soulli- 
eastcrly The times of beginning and ending of the seasons 
vary with distance from the equator, so that in October, 
for example, the north easterly air stream has reached Indo- 
China although Malaya is stiU dominated by the south- 
westerly, and between the two seasons of predominantly 
north easterly and predommantly south-westerly winds occur 
transitional periods lasung for about one month svhen wind 
direcDons are indeterminate These transiDonal periods arc 
frequently the times of heaviest convecuonal prcapitation 
Associated with the surface winds Uiat sweep across the 
South China Sea are complicated water movements In the 
South China Sea the system of surface currents is completely 
revened twice a year Although the Luzon Strait faces the 
open ocean of the North Pacific with a width of more than 
250 miles, and a sill depth of 7,500 feet m places, it is several 
degrees too far north for the North Equatorial Current to 
penetrate the South China Sea and estabiuh a permanent 
circulation, while the disposition of the Philippines isolates, 
to a great extent, the South China Sea from the strong 
circulanons of the western North Faafic * 

Surface drift currents on the western side of the South 
China Sea (1 e paralleling the coasts of south China, Annam 
and south cast hlalaya) show a marked seasonal rhythm, 
with a north setting dnft current Bowing from April or May 
until September, and with a south setting dnft from September 
or October until March or Apnl In July and August a 
broad steady dnft between 200 and 500 mdes wide flows 
north eastward across the South China Sea from the equator 
to Formosa, in November a south setting western drift flows 
strongly and with marked constancy of direction between 
Hong Kong and the Anambas islands On the eastern side 
of the South China Sea, along the <x>asts of Luzon, Palawan 
and northern Borneo, the seasonal rhythm is not so regular 
since gaps in the contiauity of the land permit flows to and 
from the Sulu Sea but there is a clear northerly dnft m October 



RECIOKAL BACKOROUNO TO TRADE 47 

and November conlnbuung to an anU-clock,\mc g) ration 
in the SouUi China Sea basin as a whole at iJiat tunc 

The South-tost Asian Tin Belt 

Although mctalhc minerals occur m a number of places 
m tlie fold mountain aone of South east Asia (for example 
gold m the Philippines and Sumatra, and copper in (he 
Philippines) and there arc considerable petroleum reserves 
associated especially with the area of gentler folds between 
tlic mam regions of uplift and (he stable edge of tlie Sunda 
Platform, by far the most important mineral resources ex* 
ploited to date are diose of Uie Platform itself Witlim the 
core region of the Sunda Platfonn from souUicrn Yunnan to 
the Sumatran offshore islands of Singkep, Bangka and 
BiUiton, by way of northern and peninsular Burma, Ihailand 
and Malaya, stretches an 1,600 miles long metallogenetic 
province that cootams valuable deposits of gold, copper, zinc, 
silvcr/lead, iron, manganese, chromium, cobalt, vanadium, 
molybdenum, and tungsten The minerals ilmemte, zircon, 
and monaziie are also present The mam economic value 
of the province, however, lies in the nch Dn deposits on whicli 
most mining activity has been concentrated l^is mineral neb 
province is the result of a complex senes of geological events 
that occurred witlun a north south trending belt Dunng 
the Proterozoic a complex senes of mainly calcareous sediments 
with intercalated volcamcs, accumulated Emplaced in this 
sei^ucQce arc granites of various ages associated with migmatis 
ation * The gramtes now form the elongated, composite 
bathoUth that extends the length of the metallogenetic province 
and witli which miserabzauon is assoaated 

Tin mineralizatian of (his geological zone seems to date 
at least from the late Carbot^erous and anomalously high 
concentrations of Un* may w^dl have been present m the region 
much earlier than this • No( all the granites arc tin bearing 
Their history has never been worlcd out in detail, but it is 
known that intrusion look place in several stages and that the 

* 'niroughouC (lus KOtoa ttfzratee to ua <hould be undentood » beu)g 
to cusilenie tfae d ovde of bn (SaCO wb cb u the pruiopaJ ore of un found in 
Soutb-<ut Atia. Stanoite, ■prunarysuliiiideotcop):o uonandtm (KcoDdary 
tin muiei^ idcniiCed as cidciutD*tui-«iIaCBtc ud the h)draicd ox de varUDiolble, 
ftU occur but none it of nny economic ugnificaoce. 
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gramtes of the latter stages are those which brought ui the tm. 
As the granite znagmas cooled and crystallized, the tm became 
progrcsstvdy concentrated m highly mobile fluids which made 
their way ^ong the joints and fractures, both m the con- 
sohdated granites and in the adjacent sedimentary rocks 
Wherever temperature and pressure conditions were favourable, 
tin minerals separated out from the fluids and primary tin 
deposiu were formed The most favourable places for dc 
posiDon were close to the ‘contacts* between granite and the 
sedimentary rock. 

Some of the primary tm deposits were disseminations 
of cassitcntc through aplite, granite or pegmatite. Some took 
the form of stockworks, veins, or well deilned lodes m graiute 
or schist Some were Eughly irregular ore bodies filhng 'pipes' 
in limestone In many of Ac primary deposits, Ae cassitentc 
was associated wiA tourraalme or topaz, m oAen wiA quartz, 
and m some wiA arsenopynte and oAer sulphide ore minerals 
Most of Ae cassitente crystallized m fanly small grams, 
butmsomedeposita ciystalsover two in Aes in lengA developed, 
while massive granular aggregates formed in many places ^ 

In Malaya, tin deposits are disposed in two well defined 
parallel belts on Ae western and eastern sides of Ae country, 
separated by a zone that is virtually devoid of tin (Figure 3) 
The westenx tin belt, which is the lai^cr and ncher, extends 
beyond Malaya throughout Ae leogA of Ae former Yunnan 
Malaya gcosyncluie and into souA-east Chma To Ae souA 
Ais western Un belt extends into Ac Sumatran tm islaoA 
The eastern tin belt of Malaya u best developed in Trcnggana 
and Ae adjacent parts of Kclantan and Fahang and is can 
tinucd furAer souA in souA west PAang and east Johore 
NorAwards this belt disappears into Ae Gulf of Thailand, 
but tin reported at Chantabun and Rayong may represent 
the same belt exposed over a bnuted area before passing 
bcneaA Ae honzontal strata of Ae Korat plateau 

The Thai Malay peninsula appears to have experienced 
a sequence of seven plutomc epis^es since Ac Pre Cambnan, 
and cm mineralization was probably assoaated wiA three of 
Acm VIZ in late Carbomferous, early Tnassic and late Jurassic/ 
early Cretaceous times Tin was possible migrant in Ae 
Fre Cambnan and middle Cretaceous, and Ae pre existing 



50 TRADE AND DEVELOPMENT IN MALAYA 

tm deposits of the western tin bdt must certainly' have been 
aifected by the extensive granite emplacement of the late 
Tnassic Whilst the eastern tin belt was affected by four of the 
plutonic episodes, all seven probably affected the western 
tm belt which is, largely m consequence, the most highly 
stanniferous zone in the world TTie concentration of tm 
during the course of plutonic evolution has probably reached 
ns termm^ stage in the Thai-Malay peninsula, smcc the 
region has been tectonically stable for nearly 200 milhon 
years and the last granites were emplaced some 60 to 80 
million years ago The tm deposits seem destmed, therefore, 
(or a protracted penod of transport, corraaon and dispersal, 
and the exccpaonal nehness of the deposits of this region 
would seem to be due to the co*incidence in geological time 
of their working by man and of the final stage of exposure of 
pnmary tm, by the forces of tropical erosion, and the beginning 
of the stage of transport 

The means of formation of the nch deposits of secondary 
tin (placers) in Malaya, which have been the principal 
sources worked by man*, is suU somewhat uncertam but, 
according to Hosing,* it is difficult to escape the conclusion 
that major ductuauons of sea level during the Pleistocene 
played a major part by inducing the rejuvenation of nvers, 
a process that was accompanied by rapid valley erosion and 
followed by marine transgressions that rc»worked already 
developed onshore placers During the Pleistocene, eluvial 
cassitente accumulated on valley slopes and hillsides, 
where pnmary deposits were subject to weathering, and then, 
under the mduence of gravity and run-off, ather formed 
base of-slopc colluvial deposits or was concentrated m streams 
that sorted the downwash. As a function both of water 
velocity and of grain size, varying amounts of tm were trans 
ported dowTislream but as a consequence of the rapid re- 
duction of cassitente to oiceedmgly small particles in running 
water, and also of the progressive dilution of the sediments 
by tm barren debm as the distance from pnmary sources 
mcreased, the richest coimntrations were formed relatively 
near to the pnmary sources This has resulted m the fact that 


• Though Senvenor 
deinul ore deposiU at 


rommenu that owing to tropical weathering many non 
be and have heea worked as if they were alluvial-* 
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economically woriliwhilc alluvial deposits are rarely found 
at distances greater than about 5 miles from a prunary 
source 

Cassitentc from prunary sources near the coast was tran* 



Figure 4 The Thai Malayan Tuibdt 

ported by nvets to the sea, and although larger grams tended 
to remain m the valleys, the finer particles were transported 
by longshore Currents and deposited in elongate zones below 
low water level parallel to tlw coast £luvi^, colluvia] and 
valley type deposits that have been reworked by the sea, 
together with those deposits that were ongmally transported 
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by nvpn and 

aid dro%vncd, coasututc oIBhorc placers ot nujor 

‘X““.cn. u„ bdt or Malaya caud^ 

Slait uicludt a av.de area “[ ““'fTf 

namg at one poml to over bod. to the 

the whole range, while imncraliration decreases 

“?l;e‘^ra;;3iSd%cKhaay..dedDe.ly^D^^ 

total recorded tm producuon Md which M 

molt produeuie MOgle field Ure betwe^ IrMgto 

Mam Ranget m Perak and, u. “ '“f'J.’^^sidaofthe 

sea lev el, was most probably a sea strait On bom 

Uimdd die normal gramte M porpbynw, “■* 

aoUte. frequently stanoifcrous and nA in ^*“’ ,* 11 ^. 

m're'iral place, Vbedroekof me v^eyltoM^ 

Umestone, beUeied to be of Carbonderous “S • ^ 

outcrops espeoally along the “»>"= 0 ^ 

wadt well developed karst reaturcs and otlen P„, 

hanging clifTs, in some cases rising sheer lor a thou^ 

The valley floor typically is composed of alluvium “ 
ceals the^hmestone bedrock and fills crevices “<! »■“““ 
hollow, in the hmestone to variable “ ““ j 

exceeding one hundred feet BeD.een Eatu Gajah and 1^^ 
the limestone is overlain by phyllitcs, quartzites 
of comparable age Tin ore has chiefly been vs-on 
alluvium which is almost universally stanniferous, but 
rocks with tm bearing veins or lodes have also been " . 

and the chances of finding nch deposits of ore arc m 
enhanced m areas of gramtc/sedimentary contacts 
Batu Gajah to the mouth of the Perak River stretim 
extensive area of swamp land, resulting from the . 

alluvial deposits over the limestone and the very gentle gttw^c 
of less than 1 m 7,000 eharactensUe of the lower coune ol tn 
Kinta River, which has been extensively dredged for tin 
In Selangor, tin bearing alluvial deposits arc associa 
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d.c valley of *0 
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sWlow depth of JS^of dte upper 

Lumpur ■> As m the lOuta Vall^, te 
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The easterrr tm belt o less „„h a 

and known occurrences of “n*ore J P As m the 

large gap m the bdt south of the mote 

wKt. tm deposits are all ^ „^|e m the east may 

widespiead occunence of hombleode S j eonlrast 

account tor the relaUv. Pff i of the bn 

with the west, the most P">^““”';, s°“ Lembmg, where 
belt ate those wotking the tm lodm « g ^ oUer 

vans cut granite and metamorph ^ alterauon 

sed.men.iy rocks The uo occum m the 
aone between the quatu vans and the country 

£«,!, rrodieg Psiltm. Pr, E^oP’m T"d, 

Unhke the great snb conunental K,a and 

between whose bordering mountainous, jungle 

the Malay peninsula stretched as ^ alluvial 

covered barrier, the Malayan rep ^Qg jarge popula 

lowlands or nver valley^ for thc^northem plain 

Uoas and advanced cultures Excep j- j^fajapahit 

of Java, where the Veen^^^^ 

thnved for a short penod m the ^cre small 

lowlands of the peninsula and of j^tractable rainforest 
and isolated from one another by intractame 
mountain ranges, or by the sea ^cre 

To the ttaders Irom the sooth Ctan 
\cntunug across the South China murce of supply of 

eeutury B C . die Mala,™ region w» “ pm* 

certam luxuncs acceptable in foi inccnsc), 

scented woods, holy dungs- (■= B fragrant woooi 
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are known at ccTtain pcnods to have continue 
Indian Oceant. most trade to *' 

conducted by Intban and Z 

both sought the products of the archipclag 

Sails as convement entrepots for the coUection of local 

‘ly'^T^Sctth c^tury an ci.cccdmg.y soptatjea^d 
pat/ern of trade had evol.ed that bnted 
by way of a senes of entrepots m western t^ia (sum 
Aden and Ormuz). India f“ Sa 

le Surat. Randar. Dm and Daman) and SoE‘''-e»t « 
(especiaUy Malacca) The movement of goods betw 
Fufope Ini Chma ias clomly related to 
patterns and noitnaUy spread over a „ 

It was impossible to traverse the entire Indian Ocean m 
one monsoon and the importance of the a 

much dependent on this fact The western haR bf ^ “ 
Ocean was dominated by Arab traffic which collected E P , 

goods — precious metals, arms, glass and glass ware, » 
quicksilver, dyes, copper nails, coloured wooUen ciotnes 
from Aden, and opium, gold, silver, pearls, rosewater, r^m , 
carpets, horses, seeds and grains from Arabia, Syria an 
Africa and earned them to Gujerat where they were exebang 
pnnapally for South east Asian spices , 

Traffic between Gujerat and Malacca was almost exclusiv y 
in GujeraU hands An extensive fleet of mcrcham shippmg 
designed to meet the requirements of the Indian Ocean an 
the monsoons had been built with large cargo holds an 
capable both of running well before the wind and of manoe 
mg against it In addition to western goods, this smpp^g 
earned the products of Gujerat itself — many varieties of texli es, 
mdigo, opium, soap, gram, butter, dried and salted roea 
Ships could leave the Indian coast for Malacca from January 
• Ute wa» made of a portae that croued the neck of the Malay peniwula 
cither north or south of the Kra isthmus tt z-, i nn the 

t la the twelfth century Chioae junks reached even as far as Q.ialon o 
coast of Malabar ” 
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unbl Uie best time to sail la March, the later date enabling 
travellers from further west to embark m the Gujerati vessels 
This programme allowed a short tunc only m Malacca since 
It was necessary to be back on the Indian coast by the end of 
May bcibre it was sealed by the full force of the south ivest 
monsoon which made the amvaJ or departure of ships 
impossible between May and the end of October 

The importance of Malacca as an entrepot appears to 
have been based pnmanly on its position su a vis the seasonal 
mnd patterns of both the Indian Ocean and the South China 
and Java Seas wluch made it equally accessible, though at 
different seasons of the year, from India, China and the eastern 
archipelago The most authentic account of the foundation 
of Malacca u that of Tomrf Pires who aitnhutcs the establish- 
ment of the port to a band of Bugu conaits who commandeered 
a fishing village at the mouth of tlie Malacca River at the very 
beginzung of the fifteenth century *• The marketing of pirated 
goods in due course apparently sumulated more onhodox 
trade and by 1409 the Malacca settlement, having offered 
annual tnbute to the Chinese empire, was given the status 
of a kingdom The harbour itself enjoyed a good reputation • 
It occupied a sheltered estuary with a mangrove free shore, 
was acct^ible in any monsoon and free of storms and dangerous 
shallows It also controlled the narrowest part of the Strait 
over which it bad ensured supremacy by about 1420 by means 
of a fieet of patrol boats that Ibrccd vessels passing along the 
Strait to call at Malacca Its economic base was however, 
a narrow one It had few domestic products for export, these 
bung mainly gold and tin from subordinate states on the 
peninsula and fish, and the small area of agncultural land 
m the vicimty of the town was totally inadequate for its 
population which was probably m the viamty of 40 000-50,000 
in 1510 

The penod of greatest activity at Malacca was from 
December to March when ships woe arnving from the Far 
East as well as from western Asia Between November and 
February Chinese vessels were amvmg, having crossed the 
South China Sea on the north easterlies and been aided by 

* MalaccahaibourhadiUted so isucbbytlictocrEunctcenlb century hovteva' 

that tandma wis d lEcult except at neaifr warn ** 
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the Strong south setting dnfk currenL If early, they could 
proceed on to Java from Malacca talong advantage of the strong 
westerly airflow that persisted in the Java Sea until March 
It was necessary to leave Malacca by the end of June for the 
return voyage to the China coast on the south westerlies 
Between May and September native craft from the eastern 
archipelago arrived in Malacca propeUed by the south 
easterlies that prc-dooiinate over the Banda, Flores and Java 
Seas at that season These came from the Banda islands, 
which acted as a rumor entrepot for the cloves of the Moluccas 
as well as for the nutmegs of the Banda group itself, and from 
Macassar, Timor, Java and southern Sumatra with a variety 
of spices, precious woods, and other local products of forest 
and seashore These commodities were bartered and stored 
for later reale in Malacca during the waiting period until 
January when the native craft could return cast on the now 
favourable north weterbe, and the ve&scls began to arrive 
agam from India and China. An early arrival of the north 
easterhes in the Java Sea, however, or delays en route, could 
easily upset the timing of trading vessels from the eastern 
archipelago and prevent theur amval at Malacca, a problem 
met rnorcfrcquenily by the English East India Company when it 
set out to attract the native trade to its new entrepot of Penang 
at the northern end of the Straits of Malacca after 1786 
From the beginning of the second miUemum, therefore, 
and possibly from even earher, the Malay peninsula, as a 
consequence of its position and resources, has pcrlbrmed 
the joint functions of entrepot and exporter of raw materials 
Of her mineral wealth it was the gold, produced especially 
from the mines and placets of Pahang, that attracted the 
principal attention of merchants and travellers, particularly 
from the west, and accounted for the term Goldea Khersonese' 
used of the peninsula on cariy European maps TTie ex 
ploitation of readily accessible tin deposits along stream courses, 
how ever, probably has as long a history Tin mines, probably 
on the Tenassenm coast, were desenbed by Arab voyagers 
towards the end of the first mUlenium whibt a fourteenth 
century Chinese account of the countries of the South Seas* 

and 4& "“8 Ta-yu»o compJed after tiawli in the 13 i 0 i 
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niRLcs frequent reference to bn as an indigenous product and 
Kan of trade. 

EarJj Eunpeaa Tradt 

Hie Etiropcao penctraboa of tiie Soudi'cast Auaa region 
was the ducct result of the Portuguese desire to re route the 
eastern trade around the Cape ed Good Hope to Lubon, 
and their Gist abortive contact with Malacca in 1509, w'hen 
Diego Lopca dc Sequcira's squadron of Gve s}ups wiUidrew 
after a duturbance, was folioked by the capture of ilie town by 
/Mfonso dbMbuquerque’s capcdiiion from Goa in !S11 The 
objectites of the Portuguese in rVsia, beuig cotnmercjaJ and 
missionary rather Uian impcna], hinged on die concentration 
of trading and oaial power m a liimccd number of strategic 
base* or Tactono’, often foruGcd for the greater security of 
Uietr persons and thor merchaodiae in an actually or potenbally 
hostile cavironmeot, and only to a bmited extent did their rule 
spread beyond Uie mom fortress centres Malacca, ihanlts to 
Its situatioo and its cusUng control of trade, became Portugal’s 
principal fortified factory in Souih*<ast Asia and a model for 
later European headquarten lo the region Odier similar 
but generally smaller fortresses were constructed elsewhere 
on the Malayan coast, in Utc uiands of the eastern archipelago 
and ultimately as far as at Nagasaki (1570) 

Portuguese trading policy in Uie Straits follmvcd the 
tradibonal bocs of monopolistic control laid down by tiicir 
indigenous predecessors whicli they maintained with a narrow 
margin of supcrionty thanks to better tccliniqucs and equip* 
ment Besides direct trade between Portugal and Asia, the 
Malaccan adnunutration sought to control the valuable 
iUian inter port trade by maintaining surveillance over the 
narrow sea lane of the Straits and compcUmg all traffic 
to turn m to the port of Malacca 

The ousung of the Portuguese from ibcir monopoly trading 
position in Asia by the Dutch was a direct outcome of pohucal 
re-alignments m Europe, but was also an understandable 
consequence of the great strain of Portugal's far Bung interests 
(m Brazil and ATnca as well as m Asia) on her hmited znan* 
power The uniGcauon of the Portuguese and Spanish crowns 



58 TRADE AND DEVELOPMENT IN MALAYA 

uDdcr Spam from 1580 to 1640 reodcrcd tic 
cotaos open to depredaDoDA by the Low 
hostdc to Spam foUowtOB the f ™ 

United Provinces (the modem Netherl^ds) m 1579, 

the clottog of Ute port of latboo to D^eh 

scot tltem to India on their own. pdottd round the Cape by a 

compatriot crstt.hde m the service of Poitogal 

surrJodcred Portuguese mtcrcsu m the east 

the appeute of the Dutch for general myasiou 

oionoiSly of the Ibenau state, rarticularly after 1590 them 

svas a steady increase in Dutch oversea. 

inOuencc m the SouUi-east .\siaii "8'“" 

of Ceylon and Malabar (m 1655-63) spelt the final echpse of the 

’’‘■S.'ord.'e^'^’erlauds East India Company wl^ 
was founded m 1602 to exploit systcmaUcaUy the 
commeraal interests of the Low Ceunines m the at 
sailed to the Indies along the route pioneered by the 
which hugged the east African coast as far north ^ a^u 
hlombasa and then foUowcd the iradiuonal Arab and 
sea lanes to the Straits of Malacca by tsay of Mt^bw in 
1611, however, the ‘roanng foruo' route across the Indi 
Ocean was first sailed and was made the ofEaally authoruea 
route for eastivard bound Indiamcn m 1617 After leaving 
the Cape of Good Hope, the Dutch Indiamcn steered due east 
between 36'S and 42*S, thus leasing the Alhcan coast ana 
sailing into open ocean, imtil, picking up the south e^l tra c 
winds, they set a northerly course for the Straits of Sun a. 
In sailing for Java many vessels actually made North >Vcs 
Cape, New Holland, before heading northwards ’* 

The new Sunda Straits route into the South east Asi^ 
archipelago and the fact that the Portuguese clung tenaaously 
to Malacca until 1641 made necessary the establishment of a 
Dutch factory m the viamty of the Straits, where trade route 
converged and where homeward and outisard bound vess^ 
could load and unload their cai^e, and goods from the 
islands be collected, stored or transhipped The ideal location 
for this station was somewhere on the north wet coast of 
Java, and, m May 1619, Jan Pieterszoon Coen seized the 
small Javanee port of Jakarta and constructed the castle 
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and fortified town of Batavia that was to remain Uie focus 
of the Dutch empire m the Indies for over three centunes 
Initially the Netherlands Ease India Company was able 
to satisfy its European markets^ and its directors in the Low 
Countries, by monopolizing the archipelago's trade m tropical 
crops, forest products and valuable metals, and by exploitmg 
intensively the native producers who were accustomed to 
handing over part of their output as tnbute to local chiefs 
The Company had no mtenlton at first of acqmnng temtonal 
sovereignty beyond lU factoncs but m due course the m> 
satiable European market made it necessary to compel the 
native fanner to grow those crops desired by the Company — 
such as cofiee, sugar and indigo— and Dutch administration 
inevitably followed Java, by far the richest agnculturally 
of the East Indian islands, thanks to basically fertile and ofien 
renewed alluvial and volcamc soils, a rather lower rainfall 
than the equatonal islands and a long history of settled agn* 
culture, became the main area of Dutch infiuenco and 
ultimately the most valued of Holland’s possessions 
For the greater part of the seventeenth and eighteenth 
centunes, Holland dominated the trade of the Indies (though 
efTecuvdy 'monopolized’ only the trade to tpicts thanks to 
the resourcefulness*® of the Asian trader and of the European 
country trader) and became increasingly involved in orgamzing 
the production of tropical crops, cspcaaliy in Java Although 
in control of Malacca aficr 164], the Dutch retained it as a 
fortress dommating the Straits rather than as a trading post 
As an entrepot it was firmly ovenhadowed by Batavia, though 
it continued to import Indian textiles and to export the tin 
produced in its immediate hinterland — the only tm exports 
from the peninsula over which the Dutch were able, m 
practice, to maintam their monopoly By the second quarter 
of the eighteenth century an important exchange centre, 
which the Dutch Company was only partially and occasionally 
able to control, had been establuhed at Riau, largely under 
Ougis authority, and was conducting a thnving trade w 
Bangka tin, opium, pepper, piece-goods and China goods ** 
The Dutch finally drove the Bugis out and garrisoned Riau 
in 1784, but within less than two years the Enghsli establish* 
ment of a settlement on Penang island introduced another 
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itaw Ofiu phcnomEDal gtoivlh aod nhosc dcD^i^ 

mLrial. and marVm detc to be roponoble for a 
quicUning of economic activity thinughout the lepon ^ 
?hTeme,|ence of a patlem of economic speciabzauon Dith 
fafrcadiing consequences. 
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CHAPTER 3 

Free Trade & the Pattern of Economic 
Specialization in Malaya 


As u wtE knosvn, th= economic V “f 

Malaya— outside the subsistence sector, srtach S ^ ^ 
not the concern of this book-bas for long been >1“^“'' 
by the tin mining and rubber planting industries of *e m^^ 
land and by the commercial acuvitics of the P'0 
entrepots of Penang and Singapore, mveh “f 
been concerned with the products of ihe 
and plantabons and with the demand for impom that t^ 
have engendered The nature and pattern of ^ 
speeiahaauon evolved during the nineteen^ and e^iy 
twentieth centimes, pamcnlarly benveen 1869 ’ 

and m many ways appears as the development “f “ ^ 

and funcuons for which the region had ouOtanding 
advantages „ ^ ,<jo£ 

From the foundation of the free port of Penang 
until the outbreak of the Fust World ^Var, the 
economy grew witlun the increasingly free trading n 
Empuc, m which few administrative lumtauons 
on trade or on economic acUvity m general ^Vithm 
economic environment, the very real physical advanUg 
possessed by the pemnsula for the production of commooi 
that were subject to a rapidly growmg demand svere a e 
strongly to mould its economic geography and were 
by a combination of additional favourable factors 1 
indigenous population, consistmg essentially of wet ncc 
farmers, was sufficiently small m numbers* for land to c 
available for other than subsistence activities without the 
necessity for any form of forced cultivation and with the 
* Eiunuud at ooly 400 000 as late as 1930 ‘ 
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nuiumura disruption of the subsistence sector Immigrant 
labour \vhicb consequently was needed to man the mines and 
work the plantations had unrestneted entry The guarantee 
of laiv and order that accompanied the Entish forward pohDcal 
movement into Malaya encouraged conddence and trade and, 
in due course, overseas invescment, whilst the small sue of 
the peninsula and the relatively easy terrain assisted the 
development of an elTiaent infrastructure of railways, roads, 
power generation and dutnbuuon to serve the emerging 
tconomy Its ports were on international trade routes and the 
commercial, marketing and iinancial funebons that grew up 
initially in connection ivith the entrepot trade were ready and 
able to handle all the requirements of thar pemnsulac hinter- 
land as Its economy grew 

Thi Foundation d? Earlj Growth of lit Fne Potts 
As has been recounted m Chapter 2, the Malayan region 
had been actively coocemed vnth commerce from an early 
period, but during the greater part of the seventeenth and 
eighteenth centuries much of the trade both within the 
arciupeiago and with Europe was donunated by the Dutch 
By the ITSOs, however, the English East India Company, 
which for the best part of a century had taken httle direct 
interest m the Malayan region apart from maintaiiuxig an 
undistinguished station at Bencoolcn on the west coast of 
Sumatra and some shortlived settlements m Borneo, was 
seeing the archipelago in a new light One reason for this 
renewed interest was the rapidly developing trade with China 
which was espcaally stimulated by the passing of the Com 
mutation Act by the House of Commons m 1784 This act, 
designed to kill the smuggling trade on which the Danish, 
Sweduh and Imperial East India Compames all thnvcd, 
reduced the duues payable on lea from over 100 per cent to 
only 12i per cent and thus enabled what had previously been 
an expensive luxury to come more within the reach of the less 
aiHuent The increase m the demand for China goods, 
particularly tea, resulted m the trade between Bntam and 
China being more than doubted m the next few years * ^Vhilst 
the demand for China goo^ icmamed small, payment in 
gold and silver bulhon and com had been the rule, but towards 
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the end of the eighteenth cenUiiy the East India Company 
was hndmg increasing difficulty m procunng enough speae to 
finance the growing trade The acceptabihty of Straits tm and 
Indian cotton and cspeaally opium to the Chinese made these 
conunoditiessuitablealtcmaQvcsandiheywere earned between 
Bengal and Canton, and tea and silh brought back, both by 
the Company’s ships and by ‘country traders’ — pnvate 
merchants heensed by the East India Company to trade cast 
of Calcutta 

The establishment of the Company’s settlement on Penang 
island in 1786 has often been explained as a strategic decision, 
created by die necessity for a naval base on the eastern 
shore of the Bay of Bengal dunng the north-east monsoon 
when ships were unable to re fit on the exposed Coromandel 
coast of India. It seems as likely, hotNCVcr, that Penang was 
mtended as a port of call fi>r the country ships on the China 
run, n ho found the Dutch ports of Malacca and the archipelago 
a^ensive and fiequently hostile and the nauv e ports usually of 
liimted assistance The desire to develop commercial contacts 
with the name states of the region was almost certainly also 
a considemtioo, since, amongst other commodities, they 
produced tin * 

The selection of the island of Penang as the site of the East 
India Company’s settlement was based on the imbaove of 
Francis Light, the captain of a country ship tcadxag out of 
Madras, who for some >cars bad been exploring the commcrual 
prospects in both Ked^ and Achin on behalf of his employers 
His suggestions for a Bnnsh trading station on either Penang 
or Junk Ceylon (Ujong Salang) — a small island, now known 
by Its Thai name of Phuket, off the western coast of Siam — 
were received with mdiffercnce by the Company, apparently 
wary of the political involvement with Siam that cither 
settlement would create until the re-emergence of Dutch 
influence m southern \£alaya mcluding their occupaoon 
of Riau, which followed the Anglo-Dutcb peace terms of 
1784, seemed to force their hand In 1786, foUoiving negotia 
tions with the Sultan of Kedah, Penang s overlord and nominal 
vassal of the Siamese, the island was ceded to the East India 
Company and Light took possession 
Sir John MaePherson, actmg Governor General of India 
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at the time of the cession, wrote to Light on the 22nd January 
1787 setting out the Company’s purposes in founding the 
station 

At present our great object m settling Pnnce of ^Va]cs 
Island* 13 to secure a port of reTreshmeot and repair Ibr 
the King’s, and Company’s and the country ships, and we 
must Iea\e it to tune and to your good management to 
establish it as a port of commerce * 

Light himself considered tliat Penang ^^as eminently suitable 
as a harbour for refitting ships, as a centre for the commerce 
of tlie archipelago and as a mart where the ships engaged in 
the China trade could buy those products of llie ardupelago 
that were suitable for the Canton market 
The advantages of Penang for these purposes were certainly 
considerable. It was siwiaicd— -unlike Bencoolcn— on the 
direct route from India to China, and was thus a suitable port 
of call for the country traders, and it was an admirable place 
for developing trade with northern Malaya (particularly 
the tin producing areas of Perak and Kedah), south Siam and 
Achin Tlie physical nature of Penang helped it provide, 
almost umqucly among the many ulands ofi' tlie tvest coast 
of the hlalayan peninsula, a good anchorage Most of the 
islands bordering the Straits of Malacca are low lying stretches 
of alluvium and mangrove swamp largely built up from tlic 
Slit earned by tlic sluggish nvers of the peninsula and of 
Sumatra, and the inlets and nvers that separate tlicm from 
one another and from the mamland arc shallow and treacher- 
ous Penang, howcv cr, is basically a granite island, geologically 
a part of the Malayan Ranges but separated from them as a 
consequence of sea level changes Tlie cliannd (averaging 
2-3 miles m width) bctVNccn the island and the mainland is 
deep, m some places exceeding ten fathoms, and, apart from 
tlie relatively minor Prai nver on the mainland side, receives 
no sediment loaded streams The channel shallows towards 
the shores of the island, vvith the result that large ships had to 
be unloaded by lighter, but the roads are admirably protected 

• The uUnd to cbnnmctj by Lt)^l on lU uqumticot by ibe In*!** 
ComfNuiy IS honour of the huthtUy of tWnco Ctorce, hot thr auM w*» ly^y 
iKDoraJ. except by the pedtntte Mul oSoi) in £»»'our of ibe olor« pcw dic, 
coovctucsl and ipprvprute Malay Iteang:' 
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from both monsoons thanks to the alignment of high ground 
to both east and west, whilst a mudbank or flat not more 
than four and a half fathoms at low water breaks the force 
of waves from the north west — the direction of maximum 
fetch A semor naval officer of the period considered that 
‘an advantage which Pnnee of Wales Island possesses beyond 
any other part of the Eastern Coast is the excellence of its 
harbour’ * 

\Vhatcver strategic considerations may have been in mmd 
when It agreed to the foundation of a settlement on Penang, 
there seems little doubt that the Company hoped it would 
thrive as a trading centre, and MaePhetson was quite 
explicit in instructing Light to ‘rcfirain from levying any kind 
of duDes or tax on goods landed or vessels importing at Pnnee 
of Wales Island’,* since it was the Company’s wish to make 
the port free to all nations This first reference to a BnDsh 
free trading policy m the Malayan region suggests the adoption 
of an expedient for the specific purpose of attracting trade 
to Pcnangraiher than any major liberalaaDon of the Company’s 
general commercial pobey, but it was to have far reaching 
effects Light, still trading on his own account while super- 
intendent of the settlement, was only too well aware of the 
advantages of keeping die port free since he was conscious 
of the practical chfficulties that faced trade in the Straits 
of Malacca and the archipelago at the end of the eighteenth 
century and realized that every encouragement was needed 
if native merchants -wete to b« attracted to Penang The 
greater profits to be mad^ thanks to the fieedom from duDcs, 
were the magnet to overcome the difficulties created for 
commerce by wars in the nabve states of Malaya and 
Sumatra, and by Dutch attempts to mamtain Malacca’s 
monopoly of Straits trade James Scott fnend and trading 
partner of Light, thought it ‘wiser to trust to a sure revenue 
from an increase of capital and population consequent to a 
free trade, than trust to one on a passing commodity which 
impediments may move elsewhere’ ’ 

Increasingly, however, manufacturing and commercial 
interests m Britain were seckmg freer trading with India 
and the East for the purpose of the ready disposal of the 
surpluses of their factories, and free trade m the Malayan 
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region not only made this easier but, by encouraging native 
commerce, was likely to raise the local propensity to consume 
Fumivall, m reference to Java, made a striking contrast 
between Dutch and Bnlish intcresu in this matter when he 
ivroie 

The Dutch had nothing to sdl to tlie people But by 
1800 England was producing vast quantities of cheap 
cotton goods which could undersell local produce even in 
Bnlidi India and, ivhereas Dutch interest in die East 
centred in the supply of Eastern produce, British interest 
looked also to the demand (or Western produce An increase 
m the welfare and consuming poMcr of the natives was 
prcjudiaal to the Dutch but profitable to the English * 
British cotton interests, with confidence in their competiuve 
power, began agitauon about 180S for hce trading with India 
and the E^t, and, according to H R. C NVngbt, this agitation 
was made exceedingly potent by a fear that unemployment 
to Uie Bnush cotton manufactunQg discncu might have 
violent social and political consequences * A free intercourse 
with India and with die 'nch, populous and extensive countnes 
further east’ would ensure ‘peace of the commurnty* and 
‘give full employment to the operauve classes’ • ^Vhcn 
Singapore was founded m 1819 it followed the free trade 
example set by Penang and in keeping with Bnlain’s o%crscas 
commercial interests 

The Ibundation of Singapore wras the outcotne of the 
recogmuoa by Stamford Raffles that Penang’s situation was 
too peripheral to Soutli-cast Asiaasa whole to serve its a%Dwed 
purpose as a Bnlish entrepot ibr trade m the archipelago 
and as a counter to Dutch monopolistic trading practices 
Despite the fact that Bniam bod occupied Malacca in 1795 
and controlled Java between 1811 and 1816, so Uiat Dutch 
infiucDce was all but annihilated in the region for a while, 
the annual tolumc of Penang’s trade between 1810 and 1819 
ivas stationar) Penang’s lack of succoa in attractiog trade 
especially after 1810 has been attributed to a\ancty of causes 

* SL EdmixU daenba tte pevUaoi Iteuig the Erglul) roiioo 
ractunn apvcuUy ftfier ISOS when uiehouteiuikft Vu cicMdod £u inoutcn 
ftad Ukm la ii>c trwle hut to Le caoMUUlr Ma/thuir far new oudeu hr that 
'r>»ntr~‘TUCnu)iiifli^ISnhiJtCoUenTiud§\4V)-lBiS hUadiOiler Lnivcnin' 

IVat IP47 ft a? 
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The increase in piracy jn the Straits of MaJacca which 
compelled many native traders to a%oid those waters, the 
refusal of the East India Company, suU wary of political 
involvement, to pemut any attempt by the settlement to 
extend its poliucai influtntt among the Malay states of the 
peninsula, the depressed nature of the China market for 
Straits produce,* maladministration, and the imposiDon of 
vanous though generally small revenue raising duties to 
support the administration, have all been claimed as circum* 
stances contributing to, or accounting for, the economic 
difficulties that vvere undoubtedly fac^ by Penang m the 
second decade of the mnetcenlh century The basic geo- 
graphical disadvantage of Penang, hoivcver — so clearly 
recognised by Raffles — was also apparent to the histoncal 
WTiterJ Crawfurd who, in 1820, dedared 

(Penang) is a small spot of barren sod, having a good 
harbour, but too far to tbe \veh or, in other words, too 
remote from the most populous and productive parts of the 
Archipelago, and entirely out of the way of the easiest and 
safest avenue, the Straits of Sunda.'* 

The return of Java and Malacca to tbe Dutch by the 
Anglo-Dutch Convention of 1814 confirmed Raffles m his 
conviction that, unless Britain’s commeraaj interests were 
to be lost to a re-asserted Dutch monopoly, a Bntuh station 
more central to the archipelago than Penang wss essential 
IVntmg in 1818 he stated 

Tbe Dutch possess the only passes through which ships 
roust sad into the Archipelago, the Straits of Sunda and 
Malacca, and the Bnlish have now not an mch of ground 
to stand upon between the Cape of Good Hope and China, 
nor a single fiaendly port at which they can water and obtain 
re&eshmcnts- It is indispensable that some regular and 
accredited authonty on the part of the Bndsh Government 
should exist m the Archipelago, to declare and maintain 
the Bnnsh ngbts At present the authonty of the 
Government of Pnnee of Wales Island extends no ffirtber 
t han hlalacca, and the Dutch vvould willingly confine that 

• Stmti produce included erece nuts, lards aesis. coconuts ESmtuer iaOtl>cr- 
oOpesri, pepper raUsns. siul;e and luani slim Upioca. On and tortoise sbelt 
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of Bencoolen to the almost inaccessible shores of the \Vcst 
coast of Sumatra 

To effect the objects coateuplated some coavezueat station 
svithin the Archipelago is aecessary, both Bencoolen and 
Pnnee of Wales Island arc too far removed, and unless wc 
succeed in obtaining a position in the Straits of Sunda, He 
have no alternative but to fix it in the most advantageous 
position vve can find m the Archipelago, this Hould be 
somewhere in the neighbourhood of Bmtang ** 



Figure 5 Singapore and ihc Riau lUcfupelago 


Bmtang (Bintan, Figure S) u the largest island in the Riau 
group, and hes some thirty miles south-east of Singapore 
Despite strong oppositioa from Calcutta, where the Bast 
India Company was still unhappy about acqmnng new 
rcsponsibihucs in SouUi cast Asia, and from Penang, whose 
early support for a second settlement in the Straiu turned 
to hosUhiy when it was realized that the new station would 
not be under its control. Raffles obiaincd agreement m 1819 
from members of the ruling boose of Johore to found a settle 
ment on the practically luunbabitcd island of Singapore 
y 
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The MIC, Died by ddDvc 

comidcrcd but D«er adopted S.Wcal 

advantages for Raffles’s deep tvater 

die Malayan peninsula, ^““““•■1“'“’ ^"’r° Hif considered 
ulands. and was also on the China route Raia° 

SrauLs"°igh' dTstraits of Wd“ 

example, considered whilst ihc 

wtlua four miles of the direct tract ^.^mmcraal 

Cala^tt^ Journal of 19th Ma^ 1819 ‘ 

world w-iU rejoice in our having occupied ^^i^t^and 
^^ as required as a fulcrum for the support of our hastem a« 

F“m“Sfeta., StngaporewasalreeporL RaSf’f 

to Farquhar, who was installed as the Hutio 

it was not necessary to subject the frade P®r^° Jl^c to 
s,nee it was sDll very small and that it would be 
meur the nst of obsrntctmg tts development >>y ^ ^ 

If the port was to become a success and serve RatU 
purpose It had to attract the local trade as swiWy as p^bU 
In order to do this, it was not enough that Sj°g»PO ^ 
m a convenient position, it had to offer better tradmg p P . 
than any Dutch port, and the simplest way to gu^tee su 
prospects, as Penang had earher sfaoivn, was to 
from duties As early as nine months after P° 

foundation, Farquhar was able to report encouraging p^ ^ 
and to comment on the gratificauon of naUve traders 
opening prospect of a free and advantageous commerce 
*^Therc seems httlc doubt that the duty free status 
two Bntish tradmg ports, located at each end of the Astral 
of Malacca, was established for the simple purpose of drawing 
as much trade as possible away from the Dutch po^ an , 
equally, that the pohey succeeded Trading vessels from 
parts of South east Asia converged especially on Smgapore 
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vvitluQ less than a year of its foundatioa ships from Siam, 
Cambodia, Kelantac, Treagganu, Pahang, Brunei, ^testers 
Borneo, Celebes and eastmt Sumatra »cre recorded at 
Singapore** — and its lolutne of trade and its population 
increased rapidly 

The iniU^ attractions of both British ports, but especially 
of Singapore, were reinforced by the provision of properly 
conducted auctions and muLcts, of banking and insurance 
facthues and of shipping Tiie ports, again particularly 
Singapore, became collecting and rcdistnbuDng centres for 
the produce of the Straits and of much of the archipelago — 
the products of local jungle, sea coast, mines and fields were 
exchanged for British piece goods of wool, cotton and silk, 
for steel goods, gunpowder, iron and china tvare European 
merchant houses became important for prodding finance, 
ofien for Chinese merchanu who traded on credit, and in 
intcrcontineQUl shipping, whilst the Chinese merchants 
became prominent m directing the fioiv of goods within the 
archipelago 

1824 u the earliest year for which reasonable commercial 
statistics exist for Singapore, and was also the year of the 
Ang]o>Dutch Treaty that finally achiei-cd Dutch recognition 
of Bntain’s paramountcy m the Malay peninsula aa well as 
stipulating the terms under which the merchants of Singapore 
were to conduct their trade in the archipelago With the 
removal of any lingering doubts as to (he political future of 
the settlement and the regulanzation, at least on paper, 
of Its trading nghts, the trade of Singapore entered a phase 
of immense progress, pxmetuated by only occasional setbacks, 
from each of which it rose to even greater prospenty •* For 
the first thirty or so yean of its existence, Singapore wras one 
of the freest of the contemporary world » free ports Not only 
was trade exempt from import and export duties, tonnage 
and port dues, wharfage and anchorage duties, but also from 
the payment of port clearance fees and stamp duties Even 
the Navigation Acts and the East India Company's monopoly 
of the trade with China, both mcreasingly anachromstic, 
were fiouted, the former with official amnivancc and the latter 
by commerual sleight-of hand One of the few occasions 
when the Navigation Laws were enforced, against an Amencan 
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vessel by an over zcaloiu naval ofiBcer, led to the subsequent 
use of Booland Bay* on Batam m the Riau archipelago and 
Riau Itself as anchorages for United States shipping and the 
hghtcnng of goods fourteen miles or so across the straits to 
Singapore Direct trade between China and Bntain m other 
t hq p Company ships was manipulated by the issue in Singapore 
of fresh bills of lading to London consignees for commodities 
from China which then proceeded on their journey usually 
in the same ship 

The far greater acccssibihty of Singapore than cither 
Malacca or Penang for trade lo ic archipelago and the energy 
and imtiative of its merchants, both European and Chinese, 
soon reduced the older ports to commercial dependencies 
of the newer settlement The trade of Malacca bad long 
ceased to be of any but local significance, whilst that of Penang 
was limited to business with the west coast ofMalaya, Sumatra, 
southern Siam and southern Burma— regions for which 
Penang was more con\cmendy situated than Singapore 
Commodities from Europe for distribution ivithin the binter 
lands of Malacca and Penang were transbppcd from Smgapore 
to the smaller ports, but the growing prospenty of Singapore 
was a strong sumulus to the development of their local trade 
as it was to trade throughout the archipelago 

Singapore soon became the most advantageous port to 
which the native traders of the archipelago could take their 
goods The Dutch ports of the East Indian islands began to 
lose that portion of their local trade that could readily be 
handled through Singapore The east Borneo ports, for 
example. Sambas, hlampawa and Pontianak, lost their 
eastward trade to Singapore whilst the Dutch protective 
tariff wall throughout the archipelago was undermined by the 
mtroduction of British cotton piece goods Established m 
order to provide a protected market for the products of the 
Belgian cotton industry that bad developed during the Napole 
omc period, the Dutdi tanlT was almost powerless to keep 
out contraband British cottons earned by native traders 
up the numerous creeks and nveis of the islands Surveillance 
• II ha» nol proved posabJe la locate Boataad for Bulan) Bay with certainty 
All evidoice tuggsu however (hat the bay lued was that on the north side of 
Batam island at the entrance to the Bulan strait, oart of which a now known as 
Djodoh Bay (Figure 5) 
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of the long coasdines of innumerable islands tv as virtually 
impossible 

With Singapore a$ the major intemauonal licl;, the Celebes 
port of Macassar became die entrepot for the distnbution 
of BnDsh goods further cas^ and the Bugis* the ma^or traders 
throughout the archipelago TJirough the medium of the 
Bugis, Bntish manufactures penetrated the remote regions 
m the archipelago macccssible to European merchants or 
hardly vuued by them The inhabitants of Timor, for example, 
consumed almost no British manufactures until they were 
distributed from Smgapore by the Bugis In transacung 
business between the European commercial houses and Uie 
Bugis taders, the Cluncse middlemen of Singapore proved 
theur ivortli, espcaally those Malacca^bom Chinese who could 
speaL tolerable English and Malay 
The full economic and geographical signi£cance of Smgapore 
iQ the £rst half of the nineteenth century u not (o be measured 
solely or pulups even mainly ui terms of the profits it brought 
to the mcrcanule population of the aty aod the creation 
of a major seaport on what previously had been an almost 
uninhabited island Singapore’s significance is to be found 
rather m the extension of trade to pracucally every comer 
of the archipelago from which a native firah could set out for 
the port In 1830, an article m the Singa/vre C/iremele spoke 
of Borneo and Celebes m the following terms 

The establishment of Singapore, &ee of duties, and the 
known facihty with whicli the native population can 
transact busmess at that port have created an unusual 
sensation amongst all ranks of people, even the Dials m 
the centre of Borneo and those of Celebes are aware of its 
establishment and advantages On the eastern coast of 
Borneo, Horn point Salatan to the Sooloo Islands, an extent 
ofhttle less than one thousand miles, new prows are buildmg 
m almost every week, the same on the western coast of 
Celebes, where the inhabitants, generally speaking, arc 
much more enhghtencd, enterprising, and industrious 
In all parts of both these coasts, the natives arc moving 
from the intenor distnete, towa^s the sea, in hopes of 
* Tlie true Bugu&ie lise lahBbiUtitsoflbe ioutb>wa(em petxuuutaoTCelebe*, 

oa which Macanar itanili but the term caiae U> be uted in Singapore to dcMnbe 

all Malayioa Iradera &om the emit. 




Figure 6 Dutch Tree Forts, 1829-1858 





liberal trading policy and t&c inroads that it Has clearly malung 
into their earlier monopoly of trade in the archipelago, led 
the Dutch to attempt to counteract this success by establishmg 
free ports of their own and by opening a large number of otlier 
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pom to foragn trado 1829 and 1858, free 

Lre established by the Dutch and over t^ otben openrf 
to foreign trade (Figure 6) The tat of the Dut A free 
was at Riau (1829) on the doorstep of Singapore, and 
on the east Borneo coast, whence trade had “^8 
to Singapore, and in the Moluccas It would seem 
was intended as a direct challenge to Singapore but staMim 
indicate that its trade mlh Srngapore "P'S 

and the principal long run effect of the more hheral DutM 
trading was to make Smgapore-s trade ™th I**' 
easier and to hdp draw the region into closer conuct with the 
contemporary economic growth of western Europe. 

Srngapore was, of course, more than an 
the south east Asian region since, as Figure ’ 

camcdonavcryconsiderablctradcwilhChina.NorthAm > 

India, Bntain and Europe, much of which wsu 
to Its immediate region In 1868 69, however, 46 per w 
of a total trade valued at 59 milhon Spanish doU^ (ai^‘ 
/I2i million sterling) was with the region bounded by 
m the west and the Philippines and Celebes m 
Penang’s trade at about the same tune was worth some z 
imlhon doUars (about £4 miUion sterling)*, 65 per cent ot 
which was with Burma, Siam, Sumatra and the Malayan 
pcmnsula but, of this, half was with Singapore 

During the 18603, the trade of the Straits ports (which is a 
convement term to describe Malacca, Penang and Singapore-— 
cspeaaUy the latter two) was generally sluggish Althoug 
the total value of Singapore’s trade rose by 13 imlhon doh^ 
between 1860 and 1869, few new Bntish firms were established 
and there were several important failures m the middle of tM 
decade In 1870, however, m one year, imports uicre^ed 
by more than 7 nulhon dollars and exports by nearly 5 milhon 
dollars, a burst of activity that imuated a decade long tramng 
boom made possible by the openmg of the Suez Canal m 
1869 and the establishment of telegraphic commumcation 
with Bntain by the successful laying, in 1870, of a submanne 
cable from Madras 

Commcraally, the opemng of the Suez Canal, the mcreasing 

• Cameron gives £4 076707 fa 1862-63 “ Mills gives 19 983 000 for 

1864 ** The mcnnsic value oTlOO Spanish doUan was about £20 168 
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use of the steamship that the shorter route made economic 
and the rapid transcmssion of marLct intdligcncc and trade 
decisions by telegraph, greatly increased die \olume of business 
that could be undertaken tsith a given amount of capital 
Transit time between Singapore and London, by steam via 
Suez m place of sail round the Cape, wts cut by an average of 
ten v^ ceb Tins represented a saving in interest on the capital 
involved of 2i per cent but, more important, released the 
money tied up in goods m transit much more quickly for 
use in further business It has been calculated that the change* 
over from sad via the Cape to steam via Suez more Uian doubled 
the earning capauiy of a Singapore merchant’s capital ** 
Thanks to telegraph), goods could be bought and sold wlulst 
in transit and tliu, too, made possible the handling of a larger 
yeJutse of business iviih the same capiaJ 
Geograplucally, die opening of the Suez Canal icaHirmcd Uic 
strategic posiuons of the Straits ports but also had die ciTcct of 
modifying and re*aliguuig thar tr»hng luib Tlie use of the 
Suez route helped both France and the Nedicilands to sueng* 
then thar holds on dieir colonial temiones and Singapore i 
trade with Indo-CIuna and Borneo fell off considerably dunng 
die I870i Until (he IS60s nearly all the trade between lodO' 
China and Europe was conducted via Singapore, but with 
increasing French control over Indo Cluna, the tradic passed 
into ihcir hands and the trade widi Singapore fell avsay sliarply 
Equally the Xetherlandi government began to tighten its 
control over die archipelago by a series of treaties and military 
conquests Low frught rates m the mid 70s consequent on over 
expansion of the world s mercantile ITcct also helped reduce 
Singapore’s entrepot trade somewhat by encouraging specula 
live voyages by some shipping owners to the smaller ports of 
the region ** As many of the local markets began to fall away in 
the 1870s, they were replaced, however, by a steady increase in 
the trade with the M^ayan peninsula itself In 1879, 2,569 
coasting vessels from the Malay states reached Singapore, 
compared witli 417 m 1871 *• A great deal of Uic increased 
tnUGc was related to die development of the peninsulas 
unGclds, the exploitation of which, on a rapidly expanding 
scale, was a major outcome of the existence of the Straits 
poru 
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77m Expansion of Tm Mining on iht Malayan Mainland 

The pliysical occurrence of the Malayan tin deposits h^ 

been iaSned m Chapter 2, where it ^as seen ^at ^ 
accumulabons of cassitcntc arc found along 
their associated flood plains, m siv^p areas. 
underlying limestone has partially d^olved 

andmeupsor trough like cavities where hmesto^h^tolve 

along jomu Tin ore was most rea^y recovered 
meaL from stream beds and flood plains, and 
being traded, according to Arab sources, as early as the lUm 
century AD” Until tm became an important indusmal raw 
mate^ m Europe, producUon and trade 
resion was on a limited scale, though of suffiaent value to 
calsc both Portuguese and Dutch, m their 
monopohzc it After the discovery of tm on^e 
island of Banka in 1711 and lU development by 
and smelters, this Dutch controlled island, tha^ to ^ 
quaUty of its product,* was the main source of tm uadcdlrom 
south east Asia Its major market m the eighteenth . 

China, since the relauvely small needs of Europe were me y 
tlie protected industry of Cornwall , 

\Vhcn Britain began to develop a rcncivcd mterest in tr 
m the archipelago m the mid-eigbtecnth century, tha 
was ofcspcaal interest, partly because of its intrinsic value 
also because it was one of the few commodiUcs in demand m m 
Chma market As a consequence of Dutch control over the 
producUon and trade of Banka at Urn penod, Britain sm 
was focused on handling the output from Malaya and souui 
Siam, espcaally Junk Ceylon (Ujong -q 

mines appear to have been espcaally producuve by > 
four years after its establishment, Penang bad attracted r 
the Malay states so much of the trade m tin, prcviomly 
polued by the Dutch, that the latter admitted the 
Company’s mastery of the Straits tin trade *• In 1806, P , 
cent, of Penang’s trade by value was accounted for by tm an 
this proporuon had risen to 20 per cent by 1816 

Tlie importance Uiat tm bad clearly acquired m the trade o 
Penang was illustrated by the eflorts undertaken by c 
• Banka tin wai apcoally fuitaUe foe beabng IBU» fine Itava lhal wtie 
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settlement government in 1818-19 to stimulate the supply from 
the Malay states At this time the trade Iiad recaved a setback 
as a result otT)utch attempts to re-cstabhsh their monopoly 
fbllovving the post-NapoIcomc settlements that had returned 



Figure 8 Lukut and Sungu Ujong Tinficlds 


Malacca and Java to tliar rule, and also as a consequence of 
unsettled conditions in the Malay states tliemsclvcs Tlus 
direct mlcrvcnlion by tlic East India Company v.-aj evidence of 
a particular ofHcial concern sioce^ with the major exception of 
the lea trade, it bad been Company policy to leave commercial 
activities cast of Calcutta sU^y to pnvatc merchants. In 
order to case the flow of un to the Bntish settlement, Covemor 
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nmncimaD of PcDing, on hu own miUaUve, sent 
tatives to negouate treaucs sviUi Pcral. 

1818 treaties were made with these 

Johote, which aimed at obfumng most faionred 

for Bntish merchants and forbade the exclnsion or intemipnon 

of the trade of Bnush subjects" seems 

Despite early aeeounu that suggest the contrary, “ 
probable lhat large scale tin produenon for f “ 

She presence of Chinese mmers m the Mnlayan 
m the eighteenth century “ After >l>o “tabhshment of Pmang 
and the ftnal cession of Malacca to Bntarn m 1824. both the 
financial baclimg for the on mines and the PjP'jf 
fire tm deposits were elfecmely m the hands of the 
though nommal conuol over the mmes at tot 
Malay chiefs Chinese mcrcliants m Malacca and P S 
advanced capiul to Malay chiefs ^sbo v^orked mines m 
C lunme labour, aUo often supplied by the mer^ants to >vhom 
the duds undertook to consign all un produced 
In 1815, Chinese mmeis were already ''ork^g 
then a province of Selangor and now part of Ne^ 

(Fiffure 81, a distnct some five miles inland from the coast 
forty miles from Malacca town, and by 1824, when 
Chinese mming in Malaya may be said to ha\e begun, 
were about 200 Chinese miners in the dismct •* Of the van 
regions within easy reach of Malacca that possessed acccssime 
tin deposits, Lukut was the closest to the sea, and in an era wn 
transport both of tm and supphes w as either by nver or po 
It was logical that such a location ideaUy should be preferrea oy 
the capitalists mvolved. Over the next thirty fi' e years, 
Chinese mining enterprise m central Malaya fanned out from 
Malacca and Lukut Chmese mining interests benefited fro 
the strong desire oflocal Malay chieftains to obtam the exp oi 
uon of their temtones resources m order to pay for the 
of the armed men that were necessary m the troubled local 
conditions of the time Such exploitation was far more 
lively undertaken by Chmese, wilhng to nsk their lives an 
capital, than by the local Malays who were only part time an 
uneconomical mmers and who had no incentive to be otherv^e 
By 1828 30, Chinese mimng activity was well established m 
Sungei Ujong along the Lm^ River Though details of the 
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actual numbers of nuners ui\oIvcd \ary, it appears that there 
«erc between 600 and 1,000 worltng in the Sungci Ujong 
duinct in 182S, but foUovMng a temporary depopulation of the 
mines caused by Malay atta^, tlie total had recovered to only 
400 by Ujc early 1830s ** Tin mined m Sunga Ujong was 
transported down the Zunggi R«er tlien earned by Malay 
traders to die Chinese merchants of Malacca Bctiscen 1830 
and 18S0, Chinese inimng utis recorded as active in a number 
of places m hfalacca territory and mthc state of Selangor ** 



rcuctrauon was immably by nver and groups of mmen 
followed streams to dicir sources in search of uo bearing 
ground Mliung enlcipnsc m Malacca passed its peak m die 
1850s, however, since the ore deposits were neither extensive 
nor ndi and by 1860 fresh mina in Uie naghbounng stata 
were being sought 

In the later 1850s, a large group of 87 Chinese, financed from 
Malacca under peisuasioii from die Malay rulers ofLukut and 
Klang, prospected up the KJang River and cleared jungle for 
mining m die iVmpang area. Despite large numbers of deaths 
from malaria, countered by the import of more labour fiom 
LuLut, developments were continued and in 1859 the fini tin 
was exported from die upper Klang A trading KtOcmcnl to 
serve the area was atabhshrd at the highest point on the Klang 
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River to which supplies could conveniently be taken by boat- 

‘"Tmil^stvXrn^.n north Malaya followed a 

SlheSfa Valley fields was a htde later as a roufqtien'' “f 
their somewhat greater remoteness jenang an 
In the 1870s, the valleys and foothills drained by th 
L"a.a„g PadSg nvers 

nch m un, and by 1875 this region of mtenor Fei^ was oemg 
worked by over 3,000 Chinese miners 
from the Kinta Valley was, however, 

than in Larut Whereas a road connected Ae Larut i^g 

area to Ae port of Telok Kertang and 

buUock drawn earts, eiAer elephants or to 

Ae only means of transporting tm &oin Ac t,f 

the Kiata River, down which it was earned to the p 

Dunan Sabatang for shtppmg to Pentmg In 1 882 ^ “S 

fi\e times more to transport a pikul of un from °°^"lnan(r « 

Valley) to Penang, than from Taiping (Larut) * * 

Between 1880 and 1885, considerable sums were 

the British admmistraUon (which had assumed the P” . 

Perak m 1874) for clearing the KinU River and its mbut^es 
and for connectmg mmes with their nearest nver ports Y . 
and bndle path New fiscal arrangements gave . 

treatment to Un produced m Perak Proper (i e mtenor 
and succeeded m narrowing the differences between P™‘J““i 
costs m Kinta and Larut to only about 9 per cent pw 
of 3 pikub By 1882, the Chinese had penetrated as as ui 
Kinta and were working the deposits on the Sunga , 

Sungei Chemor, which ibcused on the site of Ipoh n 
there were some five hundred registered mines m the 
Valley,** concentrated especially along the Sungei ^ P’ 
Sungei Kampar and Sungei Chendenang, and althoug 
of these were Chinese the Malays retamed conUol over 
number of so-called ‘ancestral mmes’ and there had appeare 
a few European workmp . 

Chmese supenonty m the Malayan tin mining industry 
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much of the maeteenth century owed a great deal to the 
greater efficiency of their muung methods over those of the 
Malays and to their greater willingness than European investors 
to nsk capital m the unruly conditions that existed in the 
Malay states before British intervention Chinese mining 
efficiency was based partly on certain technological achieve- 
ments, such as the chain pump (chin chta), a pump dnven by 
an overshot water wheel, with which opencast workings could 
be mechanically drained and thus worked to greater depths, 

TWt Rtg or THI MMAVtM IW IWDUSIBf 
ISMWM 



Figure 10 The Rise of the Malayan Tin Industry, 1874-1914 
Semt Wong Lin Ken, I9€S 


and partly on tlieeSectise organization and protechoa of mines 
through the medium of their secret societies These organiza 
tions were also effective as instnimcnts for coercing newly 
arrived Chinese immigrants into working 10 the mines Tlus 
tight oiganizatton and supply of cheap labour no doubt piade 
investment m Malayan mmmg for Chinese a less nsky and more 
prohtable busmess then it would have been for Europeans, and 
the decbmng yield from entrepot trade m the archipelago, 
cspcaahy m ^ 1870s (sec p 77), encouraged many Chinese 
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merchanu to sctk altcrnauvc outleU for ihrtr rap.tal m dte 

of Bntish mtcrvcnUon in *>'' 
affaitr of the tin producing Malay stater— a i „ 

the suppression of armed clarhe, o'" “ 

m Larut— the pattern of mming developments m J 
appeT to have been dorely controlled »y ^ 
acccssibilitv of the Dn deposits from the two Strmts p 
SSdPenang Th?Sigh cost of ua^port ^ 
early development of those deposiu . 'jy „I,c„ 

porB and to which access by nver was possible, and ody nra 
diese were worked out, at least in terms of 
the times, or when un prices were parnculmly f 
were more remote fields penetrated and >>P““ “P „„ 

In the laSOs, ’dOs and 'TOs, the output ““Cmg 

fields was comparable with that of Cornwall, „ n,, tin 
the establuhment of Bntisb pohueal ^ 

producing states after 1374, Malaya's total “X 

Ld her share of world output both increased 
Sigure 10) The demand for tm ftom the >■>'3“!"^ 
iountnes of Europe and North Amenea was “ 

rapid rate throughout the mnelecnth century, «peci^y . 

mLufacture of unplate for food canning (after about 18MJ 
and for barrels for stonng and trampotUng 
annual consumpuon of Un in Bntam ^ ^ 

course of the fint half of the century Until the ^84^ 

demand wasmetalmostenurely by the Cormsh mining ui^Wt^ 

which was protected against foragn tm by prohibiUve p 
duues In 1853, however, following reducUons ova a . 

eleven years, the duty on mctaUic un imported ioi 
consumpuon ^va8 removed, and by 1871 more impo 
Comish tm was being used m the fast growing ^plate indiut^ 
The statement concemmg Larut, written by 
m 1879,“ could well have referred to western Malaya as 
whole 

The tm industry is fast developing, under 
m Larut, and bids fair to echpse, m a penod ^ 
remote, the producUons of the other parts of the ^ 
and islands of the Archipelago There is no . 

m the statement that its deposits (which exceed in n 
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those of anv Ollier un-prodtiang country in E«t), if 
worked \«th Bntish capital and enterprise, vnth appli^Ms 
oSem machinery. Uuld surpass the producuon of any 
other part of the known ivond • 

Despite the greater stabibty guaranteed W 
there were only abortive attempts at establishing mining 
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and the installation of unsuitable machinery, and to the diffi- 
culties of obtaining and controUing Chinese labour ** The 
importance of Bniish political control to the economic grovrth 
and areal spread of the Malayan tin mining industry in the ’70s 
and ’80s lay mamly m the pohey of encouraging the industry by 
providing the mducements and the free entry of capital and 
labour necessary for its development 

The improvement of commumcations was high among the 
inducements In 1874, there were 13 miles of poorly surfaced 
roads in Larut which were under constant repair because of 
ihcir inability to withstand the tropical climate and the heavy 
cart traffic. In 1875 Kamunting, where the tin deposits were 
amongst the nehest in Larut, was connected by road to Ujong 
Tembo, whence ore was slupped to Penang, and by 1870, 
Taiping had a road link with Telok Kcrtang The high cost of 
road maintenance in Larut, however, forced the government to 
deade on the construcuon of a railway, and m 1885 after over 
four years of difficult work, eight and a quarter miles of metre 
gauge line were opened between Taiping and the anchorage of 
Sapetaog (re named Pott Weld)** — the first railway m Malaya 
Government subsidy of steam communicauons ensured a daily 
steamer service to Penang 

A severe drop m un prices m 1884 forced many mines m 
Larut out of business and Chinese capital and labour began to 
move to the richer tin fields of the Kinta Valley A marked 
recovery m the tin price over the next few years and an mtcnsivc 
road building programme contnbuted to the ‘Kinta tm rush’ of 
1889-95 By 1891 every important mimng area in the Kinta 
Valley was linked by road to the Kmta River where existing 
villages or new setdements (such as Batu Oajah) acted as 
tramhipment points ** By 1889, a trunk road Imkmg the Kinta 
tmliclds to the railhead at Taiping had been constructed but 
Its use was expensive and the Kinta River contmued to be 
used as the mam transport artery serving the district until its 
senous disadvantages — which included a tortuous narrow 
channel made mcreasiogly shallow by mining effluent — led the 
government to agree to construct a railway Begun in 1891, a 
Ime connected Tapab with Tdok Anson* by 1893. and in 1896 

• Fusl known as Telok Mali InUn. Telok Anson Traced the shallower 
Dunan Sat»tang previously used. 




F gure 12 The KinUi Valiey Tinfields 

direct rail commun cation between Ipoh and the deep anchor 
age at Tdok Anson was esubUsfaed Ti e richness of its 
deposits and lu improved transport network pcnmtted the 

iTTuTcENTrui*^ 
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Kldu. DDmng .ndustry m gCD«al u, Ac dcjr^^^D rf 

the 1890s, though many mines were abandoned 

improvement of eommunieauons, but j 1 a 

™bey Arm Aat foUowed m Pemk. meludmg 

Ae ist of feeding and clothing labouren Smaller imnmg 

profits meant lower revenue and ^cquent 

QpenAture on infrastruclute The Dimes of ““ S ^ 

se^ed by AcKlang River and AeportofKlangncar^H^ 

but nver transport was cxp^vc patUy 
difficulBes and parUy to a shoitage o! boats By 188 ^ 
Lumpur was eonneeted by road '^DaniaDsara. Ac 
launA tiavigauon on Ac Klang and m 1883 ,|,„Aer 

eonstiueuon programme “ '^OTto Ac 

wiA a mini, road Ac mimng dismcu from Ac “cA™ . 
souAcm end of Ae state As m Peral, however “j, 

physiographic factors m an era of poor •“*“ 
cart traffic, conmbuted to Ac fadure of roads substann^y 
reduce tiaraport costs, and a railway livim Kuala Ln-nP" ^ 
Butit KudA was bu Jt between 188Z and 1886^d A"^ 
over Ae Klang River by Ae Connaught Budge 
1890 The importance to the Chinese miners ot Ui 
was weU evidenced by the fact that to accelerate 
which had been delayed by labour shortage the P 
Chmese imncr supphed the government with 3UU 

Developments m Sungci Ujong and jelebu after the 
ment of Bntish control expanded only slowly as a result 
early workmg out of the small patches of richer tm deposits 
the unprofitabihty of exploitmg poorer resources until pn 

• Thu action wa, haUed bf the Rrsidenl of Selangor 
Selangor Railway as public apinlrf ‘^*nI]f^Mveru®ce. more 

body of men from their mines must have earned them seno^ be suspected 

espeoaUy having regard to the pratmthi^h price of tin » by 

slia t the deaue to bmefit from hightia pnem was even more mconveuioALAA- 
the non-compleboa of the raihmyl 
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\vcre high (as after 1885) Attempts atimproviDg commumca* 
boos produced a cart toad from Scremban to Pengkalan 
Kampas oq the Ltnggi River m 1882 Road coininunicauoas 
into the interior Paniai and Sctul valleys of Sungei Ujong 
helped the revaval of mining from 1886 onwards, and m 1891 a 
privately built railway linked Scremban to Port Dickson • 

Tile pnnupal effect of Bntuh adimnutration on the pattern 
of tm mining in vsestem Malaya after 1874 was brought about 
by its encouragement of pnvatc enterprise *• This was under* 
taken pnmanly by its conventional n>]e of maintaining law and 
order and by the provuton of social overhead capit^ Fiscal 
pohey varied, for example between Perak and Selangor, and in 
the former certainly contributed to the inibal development of 
Kinta, but the nehness of interior Perak’s tin deposits would 
certainly have led to expansion of their cxploitabon once 
transport had been eased By 1895, almost all the tm areas 
known today m Perak, Selangor and Negn Scmbilan had been 
discovered and work^ Apart from its consmicuon of trans- 
port faciUues, the mam contribution that government made 
to the cxpamioR of mining lay ui its labour pohey Until the 
18903 fundamentally thu protected the employer by controUing 
within Malaya the movements of labour m the interests of the 
capitalists who had imported or collected their labour force at 
great expense and who exploited them to the full Certain 
marginal mining areas might well not have been profitable bad 
It not been for the very intensive use made of labour which, for 
example in Larut in 1880, represented about 75 per cent of 
production costs ** In general, it may be concluded that the 
pattern of tin imniog operations that developed m western 
hfalaya during the nineteenth century was very largely detcr- 
imncd by a combinauan of economic circumstances in Europe 
which loiluenced the pnee for which tin could be sold and the 

* The emuon la 1&96 ot the Fedented Mela/ Stata which Uoked poliucally 
thoae (Utci wiA CiiCuh Reudenu (■ c Fez^ ScUngor rahasg *iid Negn 
StmbHaa) led la due coitne to m pohey of aawlexaution of the lUle railway 
of Fer»k snd Sdangoc end ibe pnvauly owned Ujong nulway into the F M.S 
Railwayi, and to the coattmctaoii of a noith-iouth tnuik line that [inied the 
vanoui luie radwavi lo that, by ldP3 ihrough running was pcaaibte from Pott 
Dtebson via Sereinoan to Fiat oppoule Penang *t The pobtical distinctiveoeM 
of the Fedintt^ Malay Slate* born the SUaiU Sctilemenu appears to have 
been a s gtuficaal Jacior m the creatioa of aa ocean port at Fort SweltccJiant 
(ptevwnuly Kuala Kl^) to whub the FM$ railway was esneoded front 
KUagia 1501 and which was adnunistcred aa a radway port. 
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vaiyns nchn«s and accts»b.lityotlh« tm 

T^frcedom wuh >vhich labour and cap.tal could ^ 0 ™ mto 

Uio mduatry and profits and eammgr be 

the comlructton of transport lacdiues and ® 

contacts and cxpcncnce of the Straits ports made possiWe ^e 

mofitable caplmtanon of the unlield. and Jhe 

Lcnnal hnls betsreen the fields and then 

The pathcipanon of nestern enterprise in •I'U m 

mining mdustry was very bmited until almost “ j 

century The invcsung public m Europe was generally ^ , 

of the nature and potenualiUcs of the pe^ula and 
could profitably be employed m immng» or J 

elsewhere The Pahang boom of »he late 1880s had att^ 
European capital m a minor tin rush to what was bcu 
be a land of great imneral potcnual and for a few years 
was a scramble for concessions, which, 
vaguely worded and the areas to which they referred P°® . 
d^ed •* The boom had collapsed by 1 896 as a consequence oi 
difficulues encountered m raismg funds after ^ 

capital was ochausted by the costs of prospecung m what oltcn 
turned out to be concessions with limited mineral resourc 
economic value ♦ n hn 

In the west coast sutes there was no active intoet in 
minin g by wcstcm concerns between the collapse of the s 
lived Malayan Peninsula (East India) Tm Mining Co Ltd m 
1875 and the formation of the French Soci6t6 des 
dEtam de Perak m 1881 Whilst labour mtcnsive metho^ 
were the rule, European compames found it very diincul 
compete with the Chmese and therefore sought techmques a 
would make posable a reduction of their dependence o 
Chinese labour by an mcrcasmg reliance on western techno ogy 
European compames had some success with hydraubc mining, 
as developed on the goldfields of California, but the t 
nological break through that assured the success of capi 
mtensive European mming m Malaya was the mtroduction o 
the tin dredgem 1912 Until that year, 80 per cent ofMalaya® 
tin had been produced by the Chinese . 

The first Un dredge m south cast Asia, based on the pnnapie 
employed m recovering gold from nver beds in New Zeaia 
and Austraha, was set up by an Austrahan to recover tin from 
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Toogkah harbour, Phuket, la 1907 Fabricated la Reaireiv, 
Scodaad, the dredge was shipped ui sections to Prai, on the 
raaudaad opposite Penang, re assembled and then towed to 
Phuket By the end ofjanuaiy 1908, 20 tons of tm ore had been 
recovered from thirty feet or more below the sea bed, and the 
potential of dredging established with sufficient confidence for 
five dredges to be operating in southern Thailand in 1910 ** 
The first dredge erected for mining in Malaya was m the Kmta 
Valley at Batu Gajah, where extensive swamp areas were now 
open to cxploitabon The use of dredges not only permitted 
operations m wet or swampy land but also made possible the 
rccD\ ery of Un &om ground of a lower ore content than could 
profitably be worked by any other method, locludmg areas 
already worked over to only shallow depUis by Clunese 
Dredgmg made heavy demaneb on capital resources, however, 
and needed techmed knowledge and sound management 
The dredges were expensive and could not be employed 
effiacady m the absence of leases of large areas of payable 
ground The hmjted apentnet ad i^rge ttait eD/eiTsaw tS 
the Chinese miners and their inability to raise adequate capital 
to finance dredging lefi the development of un dredging to 
European companies and although the First World ^Var some 
what delayed expansion, the share of total un output derived 
from European mines increased markedly aAcr 1912, as did the 
area of western Malaya devoted to mining 
European capital moved into proccssuig at mucli the same 
penod as into imiung During the era of small scale Chinese 
domination of tin mining in Malaya, smeltmg of the ore, i e its 
chemical reduction to metallic (m by the use of charcoal, was 
usually earned on at the mine m order to miaimvtc transport 
costs to the Straits pom ivbere the slab Un was refined In 
1886, a European partnenbip established a small furnace at 
Tclok Anson Converted into a hnuted habihty company, the 
Straits Trading Co Ltd, m 1887, the partners moved thar 
operations to Pulau Brani, an island olf Singapore ivhere coal 
imports Were cheaper and where adKiuate storage space was 
available for fuel Operating under monopoly coudiuons for 
eight years, the company had the incentive to establish a 
modem smelting woriu and by 1896 had the capacity to smelt 
nearly one fifth of the world’s tin output At the end of 1901, 
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the Strain Trading Co insraHcd a .econd iinclung v,otVa at 
nutlcreorlh, acron the Prat Rncr &om tltc net* railhead to be 
reached by die F M S Railwaja in 1903 r.l,, ttiraiu 

Tlic dominant posiUon m Uie smelting industry of the bt^ 
Trading Company, based on an exclude 
ores produced by non European 

Sungci Ujong for eight 5 ear, fan. I8S6, » as bl>allcng'd -n 1 89J 

by the establishment in Ceotgclonn, Penang, of a ^oKt^ 
oa-ned smelting ssorts Rising labour costs and a 
shortage of fuel ssere reduang the compctime posiuon of sm^ 
scale Chinese smelters in the Malay Slates and tlie 
basis for corapuung the duty on un 'S,' 

of exports of ore rather than of slab un from ilie Malay 

llic Straits ports • Tlicre were therefore decisive adv^ v^t^lav 

smclung un ores m die Straiu ports rather than m the V 

Sutes The Penang vvorLs proved very successful InlWn 

was turned into a local limited liability company mc^^ 
smclung processes, eventually to U bought out by 
interests and floated in 1911 as the Eastern Smdung W 
By 1914, die two Bnush smelting companies, lowlca m 
Suaits ports and protected against compeuuon from ou 
the Struts Seidcmcnu and Britain by discnmmatory ex^n 
duUcs on Un ore and by legislauve acUon, handled 85 per c 
of the Un produced in Mi^ya 


Tki Devilcpmenl of Convnncuil AgncvJiute in Malaya 
Unlike the Netherlands East India Company, which acuv ely 
encouraged and coerced the mdigcnous peoples of the Indies 
grow commeraal crops, or the Dutch colonial govemmen 
which, m the era of the ‘culture and consignment s^ttem 
between 1830 and I860 vwas dirccdy involved in aspects o 
agnculturc, the Bnlish Company and die Setdements govern 
ment that succeeded it left such development stnedy to 
individuals, and for much of the mnetcenth century strong y 
resisted any tcmtonal responsibility that would have been 
involved by ofEaally encouraged agricultural dcvclopmcn 


able on ore* wai ttill 68 per cmL when nued in 1898 Thu 
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bc>'ODdthc}nuncdiatecQ\iroiisoftbeStraits ports. Comrocrcaal 
agnculturol detdoptoent in Afalaja m the earl}' niaeiecnth 
century tvas therefore spasmodic and, except on Penang and 
Singapore islands \^hcre European spicc plantations ^vcrc 
csiabiubcd \MtIi only lumted success, early commcraal 
agnculture, Ukc early tm imtung, was undertaken by Chinese 

The Chinese went to Malaya, as to other parts of South east 
Asia and elsewhere, strictly for economic reasons Although 
relatively few succeeded in making fortunes and returning to 
China, tins was the namai ambiUoa aad the activities to nbcli 
they de\ oted their attention in hfalaya were tlio^e that oiTcred 
prospects of achieving llus ambiuon Subsistence agnculture 
and associated permanent settlement, along the lines followed 
by the hfalay wet nee farmers, offered no inducements since it 
was no more hkely to give a quick return on small capital than 
ssas tlie intensive cultivation typical of the homeland they had 
Icfl Tlie Ouncse iminigraDts who turned Uiur attention to 
agnculture consequently devoted their energy to the cultivauon 
of export crops on an extensive rather th^ on an intensive 
basis ** As in the contemporaneous mining developments on 
the hlala}an mainland, the Chinese merchants of the Straits 
ports were involved in the imanang of Chinese commercial 
agnculture and m orgamuug the labour supply, while the 
overseas trading hnks of the ports provided the essential market 
contacts 

The hlalayan mainland offered extensive tracts of land for 
conuncrcjal development by anyone prepared to accept the 
risks inherent in agnculture undertaken in unknown terrain 
only nominally under the control of the Malay rulers The 
small population of subsistence farmers m the pemnsula was 
concentrated almost entirely on the alluvial lowlands suitable 
for wet nee farming and, apart from small local pockets along 
nver dood plains and at v^cy mouUis, these were located in 
the north western and north eastern coastal plains and deltas 
of Malaya In Johore, the immethate mainland hinterland of 
Singapore, Malay settlement was very sparse In order to 
obtain a quick return m this eavuonment from a hmitcd supply 
of mainly unskilled labour, the early Clunese agricultural 
investor in Malaya develops a system of commercial shifting 
cultivation This exploited prevwuily vugin land for the 
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producuon of cropi luch as gambit, pepper and upioa 
Lth umca aa yields ceased to be sufficiMdy eMoonuc. 
planungs svcrc abandoned in fasour of new clearings Tapioca 



and gambler, especially, gave quick returns under this s>’stcin 
Imually, plantings of pepper and gambier ^%erc made on 
Singapore island Some gambier producUon, by both Malap 
and Chmese, was apparently in existence at the time of the 




TUZE TRADE AND SCONOUIC SPECIALISATION 53 
foundation of the Bntuh settlement in 1819, but the expansion 
of commercial agnculturc on the island was most rapid aAer 
this dace Gambler and pepper proved particularly' prohtable 
during the 1830s and tlie area devoted to them on Singapore 
island had reached to between five and six thousand acres hy 
1841 ** Although not mterplanied, the production of gambier 
and pepper on the same planting v> as common, since the almost 
continuous coUcction of gambier foliage integrated well with 
the seasonal cycle ofpepper producuon, tlic refuse from gambier 
boilmg provided manure for the pepper vines and the rclativ ely 
rapid returns from gambier provided income in the two to 
three year period before the pepper reached maturity Gambier 
was an cxliausting crop, however, and under the cultivation 
methods of ilie day', land yielded an adequate return for only 
about fiAeen years Pepper vanes were past tbar pealt of pro- 
duction in ilAcen to twenty years, whilst the supply of timber, 
reqtureci as fuel for boding up gambier leaves to produce tanmn, 
was used up within an economic distance of the planting after 
twenty five years at the most** In the raid 1830s many 
of the early Singapore plantings were close to abandonment 
The dccluung area of land avadable for new plantings in 
Singapore and the rumg Ude of Chmese imimgration led, m 
the 1830s, MOs and 'SOs, to a considerable expansion of Chinese 
agricultural interest into Jobore 

As in the early un industry, penct/ation was necessarily by 
nver, and the valleys of the Sungei Skudai, Sunga Melayu, 
Sungci Danga and Sungei Tebrau — all of wlucb streams drained 
mto the Johore Strait — located the new areas of agricultural 
development Small settlements and nver depots were estab 
lished as bases from which cultivation extended, in a sequence 
of exploitation and abandonment, to the nearest vi'acershed 
The movement of crops and suppbes to and from Singapore 
was by river 

Outward pioneering from the initial areas of concentration 
in south Johore occurred along the west coast of the state m 
the 1870s, espeaally along the Muar and Batu Fahat nver 
systems, soutli of wluch a swampy coast inhibited penetration, 
and mto areas drained by nvers flowing into the ^utii China 
Sea m the ISSOs The major topographic hrmtation to the 
distribution of plantings at this penod was their complete 
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dep=ndenc=^ou the nveK ee a mean* of commumcation aeth 

^'S^erLl agnailtural development “ 

Malacca occurred horn the 1850s By 

iccnth century the trade of Malacca, which had domiuatrf 

carher Chinese interest, was cchpsed by that 

Singapore, and the meagre local tm deposits were ‘“ay ™ 

proltfble’lsee p 81) Some local " 

turned to the culuvauoa of oeport crops and 

taojoca which combined the advanUges of bemg easily gro 

with limited supervision and “f '“1“™®“^ 

It could also profitably be combined %vith the re^g Pg 

Lifedondiefaetar^waste Newly cleared land w^ptoted 

with tapioca for three to five years and then abandoned 
rapid expansion of the mdustry m the lS7(h ^ 

was tnarfed by the spread of plantjngoutwarth 
centres of concentration, aided by the road budding 
period By about 1875, the crop had penetrated Ne^ 
Sembdan and m the late 1880s into areas of Johote adjat'^“ 
Malacca, but its areal expansion was limited by tramport . 

and a crescent shaped area, with a radius of thirty to 
indcs centred on Malacca, located most of the mneteentn 
century tapioca plantings m Malaya 

Unlike the situauon in south Johore, where Malay scttlcm 
was very sparse, the hmtcrland of Malacca into which tapio» 
plantme spread contained a sizeable Malay populaDon 
centrated in the numerous small valleys that characteme 

area. Interfluves remained jungle-clad and unoccupied, o' 

ever, and utilized only as a source of jungle produce by 

Malays It was these unoccupied hillslopes that ere tempo i 

exploited for tapioca planting and then abandoned 
Official concern at the undesirable effects of shifting 
cultivaDon developed in Malacca and Ncgn Scmbilan in 
1880s and 1890s Prejudice against the granting of ^ 
for tapioca grew, and after 1900 Ncgn Sembilan include 
spcual cultivauon clause in the titles of all new land gi^ ^ 
for tapioca which required the planting of a ‘permanent crop 
simultaneously with tapioca. Offiaal discouragement was 
accompamed in the early 1900s by falling pnccs for 
and a growing mterest in nibber, and acreages under c 
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crop fell drastically Uiroughout the first decade of the new 
century. 

Planting also of gambicr and pepper by Chinese was of 
some importance m the west coast states, probably from 
tlic 18503, and expanded rapidly aficr British intervention 
Speaal regulations encouraged its development, and although 
the cultivation of these crops in Malacca, Ncgn Scmbilan 
and Selangor was by a shiAing system similar to that employed 
by the Chinese iii Johor^ there were several very large con* 
cessions In these states, liowever, it was only one form of 
agncultural pioneering and, although important ibr about 
tlurty yean, it operated within a Immcitorb established by 
Bntuh oiSaals and declined after tlie turn of the century 
for similar reasons to those responsible For the decline of 
tapioca planting 

European interest m agncultural development, under- 
standably, was first focused on spices Pepper, nutmegs and 
cloves were all uitroduced into Penang and Singapore islands 
soon after their acquisition by the East India Company 
Pepper, introduced into Penang from Sumatra about 1790, was 
planted until about (855, with varying profiiabiiiiy Nutmegs 
and doves had little success on Penang, owing to tiie planters’ 
Ignorance of cultivation methods and to trouble from blight. 
On Singapore, a period of hectic nutmeg planting in the 
1840s was followed by setbacks lor tlie same reasons 

Considerably more success was achieved by European 
sugar planten in Province Wellesley AlUiough pioneered by 
the Chinese between 1810 and 1820, the development of sugar 
growing on the mainland of Malaya opposite Penang island* 
dates pnnapaily from the thud decade of the century The 
high pnee of sugar at about the tunc of the cmanapation of the 
^Vest Indian slave labour force encouraged European partici 
pation m sugar production in each of the Straits Settlements, 
but the extension m (846 only to Penang and Malacca of the 
preferential import duty into the United Kingdom for empire 
grown sugar cfiectively accounts for the industry’s lack of 
success on Singapore (Smgapore’s exclusion was, of course, a 
consequence of its large t^e m Javanese sugar) Attempts 

• Province VVcUeiley k 280 wuare nute twip of tcrniory on the mamUnd 
op9 qiiiftibftu]Aui..K«a ceded in 1800 
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at European sugar planting in Malacca proved abortive and 
interest came to be centred on Province WeUeslpr . 

Province Wellesley, south of the Prai River, bad * 
of physical characteristics that were favourable 
production. Climauc conditions, at about 5 
greater seasonal vanauon m rainfall than is the rule i 
Sid southern Malaya, and a distinct d^ 
penod of the north east monsoon horn '’“‘”'’'1* ‘ 
was bencacial for the concentration of sucTOC m 
cane as wcU as for harveslmg acttvitia ^le 
soils were suffiaently fertile, and the levd tanim, altough 
resulting artificial dtamage in places, made the 
himested cane possible along natural wat^ays 
canals Coastal mangrove forest proved^ acccssib 
local milU Similar physical advanuges for sugar 
emsted north of the Prat River but Ihi; 
land by padl planters from Kedah in the 18203 
prc%emed Its commercial utjizatjoa ^„^r,ee 

Betiseen 1870 and 1900, sugar groiving m 
Wellesley dc% eloped mto a highly ^ 

controUed eaterpme Towards the ad of the 
however, the industry, which at its peak had spread 
Knan district of naghbounng Perak, was cncoun g 
local problems of disease, labour shorUgc and dinunutung 
fuel supphes at a tune when world sugar pnees w ere slump g. 
and the now unprotected British market was the reapien 
laige dumpings of export bounty beet sugar by Europ 
contmentai producers Between 1900 and 1914, the 
industry of northwest Malaya dcclmed to extinction, 
much of the former sugar estate land was corn erted to cocon 


or rubber producDon . 

Of all the crops mtroduced into Malaya in the nineteen 
century, the one that had greatest significance for the hiW^ 
dc:\cIopmcnt of commercial agriculture m the pemnsula w 
coffee European cofiee planters from Ce>Ion were altrac 
to Malaya ailcr the destruction of their estates m the i 
1870s by the sarulcnt fungus Hemltta vaslatnx By 1896, there 
were over 35,000 acres of European coffee planted m ‘ 
where altracUvc land terms were offered to planlcn, 
considerable acreage m Selangor and Ncgn Scmbilan T ® 
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plantaUoQs of Selangor were concentrated to the north and 
north east of Kuala Lumpur especially m the valleys of the 
GombaV and Setapak nven Thu concentration was related 
to the need for accessibihty at a time when suitable roads 
were few tn number, but also to the fact that many of the 
esuie pioncen were involved m other interests, especially 
road and railway contracting, la Kuala Lumpur The 
great decline in world coffee prices m tlie later 1890s brought 
about by Brazihan ovcrproducuon much reduced the attractive- 
ness of coffee growing in Malaya and stimulated planters’ 
interests in the new crop for wbch demand was beginning 
to emerge — rubber 

Aiihough only short hved m itself as an export crop, coffee 
served as an important pioneer crop m Malaya For the first 
Urae (with the exception of the Province Wellesley sugar area), 
European capital was tovested in agncultural development in 
Malaya. Land was cleared and minor roads constructed 
Government policy was formulated to attract the large 
European planter, who was sees as the most desirable instru- 
ment for opening up virgin land for commercial agriculture 
Land lenss were easy and planting loans available Channeb 
were developed for the introducoon of Tamil labour to work 
the estates by the insutuboo of subsidized steamer passages 
from Negapatara m south India, and the opeiung of an official 
depot in Kegapatam with a mescal officer as supermtendent 
Witli the advent of rubber after about 1895, fuU advantage 
was taken of these carher developments 

The first seedhngs of Para rubber {Htvta brasiluruts) to 
enter Malaya reached tlie Singapore Botanical Gardens in 
1876 Only five were ahve on arrival and these all died The 
following year a second consignment was successfully raised, 
and a small number of plants sent to Perak and, possibly, 
Malacca ** TTic eaihest planting of rubber was unsystematic 
and not undertaken as a senous venture Conuneraal interest 
m the crop dates from the 18905, when //Itpm was planted on 
the Inch Kenneth Estate, near Kajang, Selangor, a British 
owned coffee estate, and by a Chinese tapioca planter in 
Malacca '* The imtial lack of interest m rubber can be 
attributed to a number of factors, of which the profitability 
of coffee m the 1880s, an understandable lack of awareness 
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orU.= potenual DfAe crop - 3 

and Alhca seamed more UiaD "Pf"' “ 7 ® n.bber 

demand, and ignorance iB later, 

ttce and of suitable m^^ Sa enthusiasm for 

probably the most impoML H N WDley Botamcal 

Lbber svhilst he was Dmector of f,„athod 

Gardens and his development of an S^uvaDon 

faded to persuade Malayan P'7“lia„ of *0*^18905 forced 
of the crop until the dechmng coffee prices ot tn 
them to consider possible ^t^tivcs experimental 

327 lbs of best quahty and ^ lbs of ^ ^ Bic 
Perak planten “ In 1905, KM tons 7' mbber. 
Federated Malay Sutes Rssmg world demand ^ 

cSTed by the .rpans'OD of the new motor m an^^nc^ 
mdustnes, further stimulated interest m P^Uera^rf Malay 
reinforced by new land tegulaoons m the Fe j,. 

States which mtroduced low quit rents f^ 5 j,od of 

rubber planting The sin or seven ^arantee 

the Hitm tree was seen by government as an « 7 “ 7 ^ble for 
of the permanence of culBvauon considmed 
land development, but it also contributed m the to P 
obtamed m the first decade of .^lumg 

eipandmg market could not unmedi^y be ““J” ^„cad 
die rubber boom of 1905^8 virtually every 7 “ „ 

rubber by mterplantmg and on newly dcared > 

1908 the crop tvas planted m every state, tho g P 
m those of the west coast 

There is very htUe doubt that rubber of 

crop for the physical, econonuc and P«''P“i had 

Malaya m the early twenueth century and th .-ooc, 

served it well as a precursor Emly f'ars th^ “ j 

,t could not profitably be culnvated* were shown to be ^ 
less since the plant flourished m the smublc eco 
diuons of the peninsula, and mdeed the freedom 

• Expressed for exxmple bf Morton one of Ridley’s predecssois 
Gudeos. 
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from the peiti. luch ai kaf that were 
Ha,i, South Amencan habnat, enabled « “J”" "“''j 
,>,an m »13 ‘natural’ environment Its tolerance 0‘ “ 
low fertility, such as the latenzcd soils of much of 
meant that pUnting wal possible almost 
pemnsula Only on poorly drained “‘■'-"bicb “t™ 
™e already miupied by pad. farmem “ynay-^ on 
peals, ..here storm damage may often be »midem^»le 
f,as rubber less suited, or at alntudes “ ^ 

1000 feet where temperature mmima were too lo 7 

cote areas associated with the locauon of the cofe 
estates, rubber spread onto unoccupied land mdim e»nD 
reach of the hues of coramnmoauon 
unlields The Klang Valley widl m road 
Kuala Lumpur to Port Swettenham was the fct m^ 
atos of development m Sclanpr, and away Klang 

rubber planting was tied to the coastal ro fftnthiUs 

Sid to north south trampon hues alo°8 gr / “gg 
from KuaU Lumpur lu Per^ I'm Galah 

to the transport aius >brough Batang Padang, Bam 
and Ipoh, and rubber vigorously "P>z“J “8“ comparable 
of KSan aud southern Provmce WcMef 
development oceutied Jong die road* J planted 

Sembilan. In 1906 , eighty per cent of the tom me p 
with robber was m these three western states and me spteaa 

of plantmg into the other ^““ail network in 

related lo the extension of the road ana r 

“Mrof ways, die ."t^L^rhry’iS 
m the rubber industry was “ . esscnual banting 

m the Un mdustry They provided the esscnuai “ ^ 

commercial and shipping ^ lireasmgly m^demaad 

through which the *^^"v“"?e^ang%articularly 

for plantauon work, entered ^^*7 , which came to 

was the receiving depot for the Ta^ a 
dominate the plantation workforce „r,llv at Penang, 

an average of about 20 OOOTan^amved J ed 

of whom between 2,500 and 3,000 each 3'“ r N 

and the rest were South Indian (Uck passengers 
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Jackson considers propoitionatc to tlie number of ‘irec’ 
immigrant labourers becoming available for v>ofk ** 

The floating of many small robber planting companies 
was to a large estent undertaken by the large merchant 
houses, especi^y of Singapore, their established positions and 
reputations giving confidence to potential investors m «hat 
were still speculative undertakings The merchant or agency 
houses played a fundamental role in attracting large sums of 
European capital to the rubber plantations and, especially 
in the case of the smaller companies, pcrlbnned many services 
on thar behalf 

The processing of latex into the smoked sheets of rubber 
that was the normal form in which it was exported, which was, 
however, a much simpler operation than the smelting of tin 
ore, was readily undertaken by the planiauons themselves 
and m pnnuUve smokehouses by the smallholders who de- 
veloped m the lee of the plantations Only to the nulling of 
scrap did the ports have an industrial Iudcqoq to pciform for 
the rubber industry, but this could be undertaken relatively 
small concerns and vvas certainly not confined to the Straits 
porta as tin smelting come to be. 

The Rele of iht Stiails Ports m tie yisuUenth CpiSury 

There is little reason to doubt that the ixee ports of the 
Straits of \lalacca — Penang and Singapore — were founded 
and developed largely m order that Britain might obtain a 
share m the profitable trade of the archipelago, cspcaally 
m commodities, such as tm, vvhich were acceptable m the 
China market The lack of dubes was mtended as an induce- 
ment to attract the naUve traders to the Bntrsh, rather than to 
Dutch, ports, but the concept of freedom of commerce vv'as 
acceptable to the growing mdustnal community of Bntain, 
which, fiom the period of the IVapoleonic wars onwards, w^s 
seekmg overseas markets for the surplus products of its factoncs 
and mills NVithm a relabvcly short time, the Straits ports, 
and particularly- Singapore, bad developed as entrepots, 
receiving, grading, baling and forwarding the vaned produce 
of the East Indian archipelago, carried to their wharves by 
Bugis prahus, and sending the piece-goods, ironware and 
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china of Bntam to almost every harbour and creeb m the 
islands 

Contemporary nviUi ihcjr grovsing function of handling 
the international trade of the arcJupclago, the Straits ports 
began to stimulate the production of pnmary commodities 
To some extent tins occurred tluoughout tlie ulands, m so far 
as the desire to obtam textiles and iron goods encouraged 
the more enthusiastic collection ofmanne and jungle produce, 
but on (iie hfalayan mainland development ssas of a more 
sophisticated type, financed by die Chinese merchants of 
the ports From the l$20s onwards, both mimng and agri- 
cultural operations expanded in the pemnsubr luntcrlands 
of Singapore, hfalacca and Penang, Mith accessibility by 
nver to tiie ports acting as die basic factor locaung these 
deveiopmenu 

Tlie last quarter of the nmciccnih century was a period of 
many deveiopmenu that stimulated the growth of die Straits 
ports but parucularly of Singapore The opemog of the Suez 
Canal in 1S69 not only reinforced the advantages of the steam- 
ship over sail, winch tn lU turn provided more rapid and 
punctual links between the entrepot pons, the archipelago 
and die rest of the world, but the mtcrnauonal route into the 
archipelago by v%ay of the Straits of Malacca took all shipping 
past Penang and Singapore The British pobucal forward 
movement into the nauve sutes of the Malay peninsula, 
begun by die Treaty of Pangkor m 1874 which established the 
first Bnlish Uesidcnt m Perak, provided security which 
begat trade, was further to encourage un mining and produced 
an economic and pobucal environment favourable to the 
rapid spread of rubber planlaUoiu m the early twenUeth 
century The establishment of die Federated ^talay States 
m 1895 was a basic prc-requisitc for Uic growth of the hlalayan 
railway system, built initially to serve the Un mines, which 
later was a powerful factor m locaUng the rubber plantations 
and which opened up a considerable hinterland for the ports 

In the period before the expansion of British influence beyond 
the Straits Settlements, the economic cxploitauon of the 
peninsula was limited totliat range of tnincri and agricultural 
commodities which gave the highest immediate return for 
capital invested, and the locabon of such economic acUvity 
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1878-1886 

, . ExparUiutpuuIi) 

JmpvrU (w /iifMi*) ‘DislatsUon 

8 "“ 58,225 MiDcamdPovms IJ’gJ 

. iss? 


SmM 

UNOAPOWS BnUshBunaa 
Tbailana 
Preach India 
Mjjay Peninsula 
Nethulandi Ind ia 
Others* 

TOTAL 

PE«AMO BntisbBumia 
Calcutta 
Malay Peninsula 
Others* 


126872 Others* 

91209 

77 958 gg7 

1552301 -TOTAL 

615 082 Singapore and Malacca » 
23463 Sumatra 65 292 

19392 Malay renuMuln ^6 728 

11309 Others* 457 274 

669 246 TCTTAL ^ 

172 544 Malay Peninsula ^^23 

32 945 Sumatra 

205489 TOTAL 

mt 13 290 

703623 P»^ 152 832 


,u,QAPoaa Bnt^urma 1M7179 Puiiasula 176^ 

French Cochin Chua 355 W3 ^ 49 187 


Ochezs* 

TOTAL 

British Burma 


98774 Others* 
2888184 TOTAL 
1,301 909 Sumatrt 


En6E.B«™ IJ«1|® 12737S 

yiss 

“irri 


, „ 220777 

»— » s2r“ ‘S™ iis? 
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British Burma 
Thailand 
British India 


30 696 East Malay Peninsula ,,-345 

S804 Wot Malay PemnsuU U3^ 

82 657 MalacM 787 044 

2 082 052 

2 548 370 TOTAL ^^0 538 

1654 841 Sumatra qSl 582 

M346 West MaUy Peninsula 381 

45 828 Hong Kong 74 437 

22 493 MaUoa 97 415 

18 179 Others'* 232 

1767 687 TOTAL ^2 301 

69 414 Johore ^3 724 

164 838 Sumatra 53 874 

174 West Malay Peninsula 5 

234426 TOTAL 
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was also detenmned by this coosKleratioB. In the circumstances 
of the penod 1820-1874, then, it may fairly be concluded 
that the pattern and character of commercial economic 
activity in Malaya tvas based on cost advantage FoUovvmg 
the escablishmenc of British pohucal control, the pattern and 
character were modified to some extent, for example by the 
Perak fiscal policy which aided the expansion of Dn mining 
in the Kinta Valley, and by the introduction of cultzvatioo 
clauses m land Dtics that encouraged permanent ratlicr than 
shifbng cultivation In general, however, there was Uttic 
hmitauon on the continued evolution of a pattern ofspeaaltza* 
tion which was based on tlie development of tlie most profitable 
resources in Uie most profitable place, and this pattern, 
iniDally skctclied out by the locaDoo of tin deposits, nvers 
and tlic Straits pons, was given considerable ngidity by the 
coostrucUon of road and railway facihlics 
The comparauve advantages that mining and export* 
onented agneulture had over altemsuvcs su^ as food pro* 
ducuon in mnetcenth'century Malaya ate suggested by the 
very limited expansion of nee production, ev en in the Momty 
of the concentrations of populauon associated tnth tin mining, 
and by the growing volume of ncc imporu passing through the 
Struts pons GuUick,** wnling of Ncgn Scmbilan in the 
l89Ch, quotes figures which suggest that, in a year of average 
yields, padt growing was unretnuneratjve compared with wage 
labour and that even in tunes of scarcity a day’s wages would 


Foorvotu to Tasu I 
*picul-im/3»a. 

1 1) munly Codua CEuu LUtwtx «n4 raun& Bniuh Indui. Quos 
2) nulnly Sinwik NcIuom U. (S. Oiuu Sc*) AutUalia. Labun. Flulippma 
3) nutnly Singapore Snl Maiac^ iteng Sunulra aiul Etadru 
4> mainly ] {o(i^ kong and Siam 
i) mainly Teoang Bntiih India. Itbce Knee 
m mainly Hong Kong. &a»«raK Katainaa la. Lalniaa 
(7) mainly Quitagong Smnporc, Malaua 
(8) mainly Singapore. Eut Malar PcaIumU. Malacca 
(41 nwinly Cociun n^na , {long konc, Odirr DuuE td ar u tr. Penaog 
'to) mainly Itcng Kong, Sarawak. Ja>a. Piawnai la Riau. SumaCra 
'll) mainly Madraa, SlaUcca. frtaji India 
* mainly Qnna. Thailand. SangspoK- 

Smmf Straiu SeiUcaaiia ElucDookalbr IS7S. lESl. 1SS& 


i 
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buv a gantang of ncc* Fruit, vegetables, poultry and bve 

La were neceseariy locaUy ''“"'yj’ 

the mam source of moirey to the Negn Sembhan hWay 

eommumty In the vrermty of Kuala " 

hand, extensive padi culttvauoti was reports ti 

1870s and mid 1880s," a srtuattoo which may 

caused by the higher price of “ 

dutance from the sea especially m penods ^ 

Despite the possibihty of selling surplus foodstuffs « 

and numng communiues, Malay peasants 

export crops Both Malays and Javanese 

and some tobacco, pepper and gimbicrin '®L 

the European estates, turned to rubber at Ae end of A 

Trade figures from the last quarter of the -“eteenth anW 
reveal considerable mcreases m the volume of n P „ 
to Singapore, Penang »id 

m Butia, Thailand and Cochm China-and the fommtmg 
of considerable quanuue, to the Malayan mmld^d for 
consumpUon by the expanding labour force 
SLrtLutm^ The C Bools for the late 187*^ 
from which the data m Table 1 are extracted ^e P>^“7 
detailed and give a very thorough “ef?™is 

destinaUons of the commodiUcs moving U^ugh ^ 
ports Apart from the demand for nee and othtt o ’ 

imports by the west coast Malay states ofcotton goods, hardware 
and metal goods, glassware and matches appear to 
a grooving demand by the export producing areas for rn^u 
factured goods from Europe and seem mdicaUve of tnee 6 

spcaahzation and cammg capacity of the commercial s 
of the mainland Malayan economy . 

Despite the much closer economic relationships 
peninsular hinterlands that were possessed by the Istim 
ports at the end of the mnctcenth century compared wtn 
held m the early years of their existence Penang and Singap 
(and to a less extent, Malacca) contmued to develop as 
enclaves, having less and less m common with the mdigcuo 
socieues on whose geographical margins they were 
As illustrated by Table 2, only a small proportion ot tne^ 
population was Malay, the majority of the labouring class 

• Canting— a •oIumeUTC measure Ibr pad appcoximaiely equal to 5i lbs 
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wtre .mmigrimt Chinese or Indian, and the merchanu CtaM, 
Sian, AJS and Enropean The funcuon of the pom, 
though they remained concerned with 

Straits and archipelago, war more to provide 3 

international trade touched the penpheiy of a still larg I 
undeveloped hlalaya, to put the P“^“^X“worid 

pemnsula’s mmes and plantauons into "/Snt 

market and to inject cheap Europe^, and “ 

Indian, goods mto the economy The of 

trade in this era lay m the fact that it penmtted 
foragn goods readily into the Malayan market, 
which, at the time, was highly satisfactory to , 
trade of Bntain and one which must of 

by the local mhabitants who were able to obtam a rang 

manufactured goods at the lowest possible pnee 

By the end of the muetcenth ccntuiy, the SttmB p^ 
had become the cssenual links Utween the marke^^d 

the foreign dominated mmes mtrol 

especially after the great “P^f European 

duction of tin dredges, were largely ports’ 

capital and managed by European personnel P ■ 

ul with their Malayan hmterlands, which were m e 
dommanng their trade, were 

export of pnmary coramodiucs produced by fore gn P ^ 
mLagement and labour and win* only 
example by stmiulaung rubber small holdings and I 
avadable a range of imported goods even in 
touched the indigenous peoples British colomid ddonoB 
pohey, Wllh Its attempts to conserve tradiUonal pemant y 
society, reinforced this situauon Much of the ,, 
demand generated by foreign trade, which might cone 
have sumulated a vanety of economic activities UrAfits 

themselves, if not elsewhere in Malaya, leaked abroad 

from mimng, rubber planting and tradmg were P** , 

foreign shareholders * Managers and labourers alike 
much of ihcir eanungs abic^, to Europe, China or n » 


• For much of the Uu nmeiecatb *nd eariy twenUeth c^tuno 
the United Kingdom had an annual defiat on balance of Pfi^^Britaia war 
Strait* SetUemSta. Tti* can be attnhuted to the heavy tiivestme^to^ 
cubing there a* well as to the fart that a high proportion of unporu 
Strait* port* conauled of foodstufb from India (t e Burma) ' 
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3 Situation faalicated by free excbsnge, the logical Unanaal 
conconuunt of free trade 

It Vbould appear Uut, m consequence of the ready availability 
of freely imported goods tlicre was Uttle or no incentive for 
the development of manufacturing in the ports themselves, 
or for that matter elsewhere in Malaya, bej'ond the processing 
of the pnmary products and the sm^ scale provuion of local 
consumer goods Tin smclung, at both Penang and Singapore, 
v\ as by far the most important mdustnal activity m Malaya 
The small scale consumer lodustnes, almost entirely Chinese 
operated, were kmily businesses usually Imutecl to a single 
shop house and operating on stim profit margins Although 
the processing industries, particularly tin smelting, did employ 
a considerable labour force, and indirectly provided Uvings 
for more people than was apparent at fust sight, the fact that 
the raw matenali Mere almost eourdy exported meant that 
their potenual for creating further mdustnal growth was 
denied to Malaya ^Vhilw « would be vaong to pretend 
that the free eat^ of forogn goods and the export aAcr their 
xnmal processing of the country’s pnmary products for further 
manufacture elsewhere were the only obstacles to the develop- 
ment of 3 greater vanety of industries in the Straits ports 
before the Tint World War*, their concentration of activity— 
other than raw material proccssmg — on the provision of 
commercial and other services and on naturally protected 
secondary industries such as food and dnnk, suggests that 
free port status was a powerful deterrent to the establishment 
of mdustnal vanety 

By 1914, the economic geography of Malaya, outside the 
subsistence sector, had been moulded by the exploitation of 
mmcrab and soil to meet an overseas demand for products 
that the peninsula was in a &vourable position to provide 
m mcrcasing quanutics at competitive pnccs The ports, 
major inland atjcs, lines of communication and transport 
facihues were onented to this end Unhindered by restrictive 
economic policies, except m rdativeJy minor ivajs which m 
the mam were considered necessary to improve the cffiaency 

* Tht unm uze of tb« MalayM maziiet «n(h only tome three nuthoa people 
maa/ living at lutwtence level, wat la itwlf diicoungissp to certaut posuble 

types of uuhutiy 
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According to InteniAtioxiAl SHTudaid 
lodiutrial fn^n'firaunn of all 'Pmnrirn%F ACtlVlUo'* 
('CorretpODds to lait population ccniui before 1914) 
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StHg^fiert Pnsng UtUul^ Afaiacai 


31 UAM.TACTVKS or FOOD 
BEVEKACE* & TOBACCO 

311-312 Food mmu/actmae 
311 Melting tallow 

3113 Pineapple canning and 

nuflcing 

3114 curing 

3114 Blacban maoufacMre 

3115 Coconut oil manufacture 

3115 Copra ? Drying 

3116 Sago manuiaeture 

3116 Rice and nee 

cleaning 

3116 Tap oca manufacture 

3117 Bi^d and bueuii 
tnanufuture 

3113 Sugar reSiung 

3118 Sugar manuBicture 
3121 Ice manufacture 
3121 Tea roanufartiire 
313 Bttttcgi Industna 
3131 Samiu DuuUene* 

3131 Rum manufacture 

3134 Aerated water manufacture 

32 TeSTTLE, WEAUM3 AfFAMI, & 
lAATKEH OffiUTTUU 

321 Alanifaetw ^ Taitifai 
3211 Dje bovue* 

323 hlarajacbat ^ UaJvr oid 
pnduU ^ UatStr Uai/ut 
tuiitilhSU and f<a txapi ywCuar 
Old tctanng affiard 

3231 Tannenea 

33 HANUTACTUU Or WOOD & 
WOOD PBQDOcn DeaaaiiNa 
rOXATTVKC 

33 Carpenten ahopi 
3311 SawmiUa 

35 MANOTAcnma or OHrmr-xn g( 
or omngAt, f graotEtai coal. 
acBBEa AND PLAcnc raoDocn 

351 Manufactun iif Indiutnal 

Oirmiealt 

3511 Gamb ez maoufactunof 
3511 Indrgo manufacturing 
? Charcoal lulos and depots 

352 ^laaufacbfft of oAar ehimval 
pndactt 

3523 Soap manulactuciiig 
3523 oil distiUeno 

3529 Candle manufactunng 
355 ManufacUat of Rdba Gooit 
35S9 Rubber manufactuncg 

36 sLurarACTuaa or nos scrrALUc 

KINXSLAl. FROnOCn EXCEPT 
PBODUtm or FETSmLEUU AMD 


361 Hajofactun af Poltay C/una 
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CHAPTER 4 


The Malayan Export Economy between 
the two World Wars 


By 1914, Malaya’s economy was clearly dependent on 
international trade, and the export sector was dominated by 
the production of two raw materials, tm and rubber, tvhich 
entered world markets through the Straits ports of Penang 
and Singapore In 1915, the ^t full year of peace, the value 
of the total export trade ofFeiiang was |I21 miUion, and that of 
Singapore was $251 milhoo, almost exactly twice as much The 
pemnsular hinterlands served by the two ports svere yearly 
locreasingia wealth as rubber replacedjuogle along the western 
ibothtUs of the Main Range, and plans for the extension of tlie 
Federated hfalay States ^way northward into the protected 
stateoffCedah, under British inBuencc since die 1909 treaty ividi 
Siam, and southwards into Johore offered every expectation of 
the spread of plantations m the two directions Tin output 
was also slowly expanding Apart from their traditional links 
With Europe and the archipelago, the trade of which was abo 
growing Mih the development of such areas as the Oosikust 
and Djambi districts of Sumatra, the Straits ports had estab- 
lished contacts with eastern Asia, especially with tlie treaty 
ports in China and Japan, but also with Korea and Formosa, 
and with the United Stales and Australia Tlie BnUsh policy 
of active encouragement of the cxploitauon of the pcmnsula’s 
resources within a generally unfettered economic environment 
had brought about major economic development m west 
Malaya and coninbulcd to the emergence of a disuncuvc 
economic landscape 

Tlie penod between Uic outbreak of the First \Vorld War 
and the occupauon of Malaya by llic Japanese m die early 
IIS 
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,can of U.C Sccoad v>aj, on tlic «holc, one “f 
dinSiiUv. Tl>cc lean .aw Malaya', economy 
a. ne> cr^ before, by e. enl. far bey ond in com-ol M the n 

of the pemnsula'. trade became .nerea..ngly of wor d 

cance. Tim ...nauon, altltough tt had b“" 
during Ute period when do wa. 
by the rapid increase in the yolume of rubber lliatua. 
through die Straiu pom from Malaya j 

■which i. now one of our mam itaplcj of trade an 
in dte future bid. well to rital “ mm'^S wa. 

the 19 1 3 Report of die Penang Chamber of &mmctK ), 
beginning to'^bmd Malaya in die pnee Haatuanom tot 
were coming to be endemic to m producuon M 
to inlluenee the tolume of much of the other tmde of to 
petti, uula. It wa. an unfortunate co-madenee for Mtoyu 
diat the eery period when it. prapenly wa. g 

creasingly dependent on two comm^iues. 1 ^ „lg 

demand for boUl of whicli were basically meluto shoum 
turn out to be one of rccumng economic enjes 

In^rclrospcct, the penod between 
as one in which Malaya was denied the nght hoih o 
fully from the coroparaU\c advanUgo Uiat mcreMingjf 
she possessed in tlie production of un and - 

divcrsif)ing her economic structure by Uic ’ Imcs 

some form of protection, of a maoufactunng sector along 
followed by a number of oUicr nations that ''"e cilh i y 
independent or were of donumon .“'u. In fact, m 
away from a freely operaung economy in the 1920s 
was, from Malaya’s pomt of view, for the wrong „ 

m the ivrong direction, and to use Clairmontcs le ^ 
(see p. 22), cffccuvely ‘froze’ the economy m what ^ 

was its carher colomal pattern The geographical conscqucnc 
of this freezing were the mamtcnancc of a 
of economic activity that showed few major changes e 
1920 and 1940 and only a Imutcd intensification 
\Vhcn the First World War broke out m ..j 

August of 1914, tm was still the dominant item 
export trade, represenUng about 30 per cent, by 
total export trade of the pemnsula. Rubber, though p 
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growing in importance as a contnbutor to export earnings, 
had represent^ only about 8 per cent of the total in 1912 
whilst the export of other Straits produce, particularly copra, 
tapioca, pepper and spiccs, was still of considerable importance 
Although Malaya was far runoved iiom the centres of bostihties 
m Europe and the Middle East, repercussions were felt as a 
result of the shortage of shipping Srom the Straits to United 
Kingdom ports This aflccti^ particularly the items of less 
strategic importance such as copra and tapioca though tin 
shipments were also reduced, especially dunng 1915 Rubber 
suffered less from the shortage of tonnage and, in general, 
exports increased gradually throughout the war, espcaally to 
Amencan Paciiic ports By 1919, rubber accounted for 55 
per cent, of Malaya's export earnings compared with the 15 
per cent earned by un When the armisbce was signed in 
November 1918, the reaction of the Penang traders at least, 
and this >vas probably typical, was one of ‘apprehension and 
anuapatjon of lower values'* — ^an indication perhaps of 
the relatively sbght effect that the war had had on Malaya 
and of the expectation that business would revert to its pre war 
normality Indeed, apart from the increase in importance of 
rubber as an export item and a partial loss of Penang s spice 
and pepper trade to Singapore (where tonnage had been a 
httle easier dunng the war), the 19)8 pauern of the Malayan 
trading economy looked httle different from that of 1914 


Tht Export Iiidustnts btlwua the Wars 
It has already been noted (p 89) that, by the end of 
the mncteenlh century, almost all the tm areas known today 
in Perak, Selangor and Negn Sembilan had been discovered 
and worked Ihe construction by 1903 of the conlmuous 
rail link between Fort Dickson and Prai had provided a 
transport facility for the Unficlds, and Malaya was hrmiy 
cstabUshed as the world's largest tin producer, its output 
exceeding Uiat of the rest of the world combined Lim Chong 
Yah credits this posiuon to a combmabon of forces of which 
growth in both world Un demand and Malayan supply, 
the increase m factor supply (especially labour, enterprise 
and capital), law and order, technical innovations and the 
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dcvdopmcDt or f-— 

S;or=T.h:=lcth&y^ccn«am.Dcd«d 

Clwptcr 3 M-ilava’s Un deposits arc Uic nchest 

Tlicrc IS no doubt that Malaya s un u ^ narucular 

known m the world, a circumsunceans g erosion 

gcolog.ad .DTOiDouL or the giR'd 

currently reached (p 50) l ofthe twenuetb 

pump and die bucket dredge m e - ^ p^nt greater 

Lntiry made poDtble *'■% ““f^nd “td. a rSuvdy low 

depths, from SR ampt, and fro gro f„™crly considered 

concentration of tin, so '■>“* abandoned areas 

unprofitable to mine ssctc open ^ c i industry, domin 
«em re norked The dredging '“'“^cularly 

ated completely by ^“'‘'<’““.,“J"J^ „’],^Iilila)a’s total 
fast and by 1929 was responsible for oser liau A ) 

im producuon . a ,„n>r so roucli from 

rkldtoogh un shipments did not suffer M jpalijan 

lack of tonnage dunng the ““ „ 1917 (£238 

exports, and pnees reached record Icv^ bo (£330), 

pe? ton London standard cash J Owg w 

a un surplus had begun to accumulate by 1919 ^ 8^^, 
the unsettled affairs m Europe that year, fint 

and an embargo on imports into ^“aients and 

SIX months, piodncMn was m ““ gie industry, 

the pnee began to deebne In ord VtoifiTht on concen- 
the Federated Malay States goiemment 

tralesasapuce suppotungmeasoteearlym 1919^ jm 

released them at the end of Jhe year ID P"^ >“P , 5 j(,, 
A sinular scheme was operated again 'i*' “a„a„aned 

but It soon became obvious as the post war p aaoable of 

that the Malayan goveminent alone w|D nm 
halung the downward trend of prices, a brought 

worsened by the mcreasuig melasncity d 1“PPY „„equence 
about by the larger sue of the P">J‘“ng nmU ^ 
a conference of representaUves both “f the Federat 
States and of the Netherlands East iDt**" „ „et 

producer responsible for about 18 per cent of world output) 

L Bandoeng, Java, m 1921 Unde, the 
governments, a stock pool was formed for the purp 
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excess supplies of Un off the market and sclbng them after 
pnees had recovered This occurred mainly tn 1923 and 1924, 
and both tvorid pnees and ifalayan output climbed during 
the next few years, the ionner reaching a peak average of 
;C291 per ton in 1926, and the latt« a record production of 
72,000 tons in 1929 

Thereafter, pnees and production declined dramatically, 
ultimately forcing the establishment of mtemational control 
over the tin industry by an agreement involving most world 
producers The problems of the tin industry between the wars 
have been analyzed in considerable detail by a number of 
economists but there remains a deep seated division of opimon 
about the efficacy of the vanous attempts to stabilize pnees 
by export control The Amencan, JC E Knorr, claimed that 
much of the difficulty in which the uo mining industry found 
Itself m the 1930s was due to over investment ui earlier years, 
to which the operation of the Bandoeng Pool materially 
contnbuted Kjiott suggested that 

The gradual hqusdauon of the (Bandoeng) stocks m 1 923-24 
duguised the feet that growing un consumption w as running 
ahead of the exuung eapaaty to produce In the absence 
of sales from the pool stocks, tm pnees would have risen 
more sharply at an earlier time and w-ould thus luve pointed 
to the growing disequilibnum between output capacity and 
capaoly to consume As it happened, it was not before 
1925-26 that the tin market and un producers generally 
realized the insufficiency of existing output capacity 
Then tin pnees soared to an exceedingly high Icicl The 
Violence of this reaction, m turn, overstimulated investment 
and thereby made for the creation of surplus producuon 
eapaaty ‘ 

After 1927, production capacity was excessive la relation 
to average requirements, visible stocks accumulated and 
pnees dcclmed, so ifiat, even before the Great Depression 
had developed, voluntary attempts at rcsinction by die 
large scale producere were attempted These attempu were 
greeted with suspiaon by the small, low-cost producers in 
hlalaya and were generally unsuccessful, but as the depression 
worsened there was a de^ediy strong dnft towards support 
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of govommcnt mtervenuon for tho 

of futput T1.C IntcmRUonal Tm CoDttol Sch™'. 

Lmod at resmcung export, by quota, tva. 
formulated by agreement between •''' bodies 
Malaya, N.gena, Boltwa and Jhe Ne derland. Em. ^^nm= 
and became opcratj\e on 1st March, 1931 
was renewed m 1934, and again in 1937 ^ 

Malayan Un output over the ^o^ m l^c 

CTOvvn by about 1 1 per cent but showed no . 

19303 * In tlic rest of the world, the output gro 
of tin was greatly slowed down by the 
but !UU .bowed a grotvth rate of 4 per cent due p ^ 

' to a great increase in output in the Bdgian g 
a smaller degree, in Thailand and China I ^ 

opinion that the control schemes were by 

deviation of producaon from the dJ 

under-assessing Malaya, a low^t ^ 

tnbuuon of producuon J^.p_ m the 

certainly more severely restricted than 
other control countnes, and the companies 

rclauonships between un smelling and mining P 
with interests both in high cost pfod“°"S f^^csts 

Bobvia, and in low cost regions such M relfons 

that a degree of favour was extended to the high 
Lim argues, with considerable reason, that it is 
measure changes in the output “ 

un m which great fluctuaUons in output have been 
feature and which is exploitmg a wasting aaet, ^ ^ 

so far as to suggest, using ten year averages, Uiat ; 

share of total world Un output declined less from tO 
to the 1930s than it had between any P«vwus two 
Nevertheless, on the basis of annual figures (Tablc4), Mai y 
share of world output durmg the penod of mtcmauonal contra 
was at its lowest durmg the years of lowest \avc 

as a low cost producer, it might have been expected o 

• Thailand lomed the jchcme. 

t K4»1 « y» « 1^ rOEt production and la due not only to the lait IM 

cosU are low because the m » anmnal and tr^pi^ ** the 

Malaya » chief compeuton, but because mar^ ^oa. w th a 

European section is very cap tal utloistve while the Chinoe secu^^ 
high labour content employs its labour mainly on a profit sharing oaiU 
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ofhish pnccs in later decades, was to show, 
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CertAmly th= circEt of tho mtcnuuonal 
output was to curtatl producuoD f of 

the suspension of opOTUoM by . Droducuon on 

producmg umu, whdst whether un producnon 

ihcir relamely lower cost uorse during the 

m Malaya would have farrf n one of the 

Great Depression if control had teen “ ' 

unanswerahle quesuons “f '“"“J”' J^“7‘ease with which 
least possible Uiat. in vsesv of the rdauve ^e^w^^ 

,u alluvial deposits could of obtaining 

operators alike, it was .. ^jjat its natural 

*e fuU share of the much reduced 

advantages in tin produouon might taT' S“”“ toed 

By 1916. robber was contributing “ y^ 

export earnings than was un. “ X ‘^r„. when 

relinquish even in the depth of the Great p . jjjg 
rubber pnees had fallen to less than 7 p t,v._ ii-d matured 
level B^tMccn I9l0and SdSigor, 

fnTe b«er dramed footlull rones of the tad hero 

Sefrtd of jungle and plantul 

rabbet pnees ef the Btst decade of >t"““^ Biese 
fortunate coincidence of the great increase m tp 
Leages of rohber-which rotaUed over ^ * hyj^^ 
— aod the post war recession m the major ^ 

countries, especially the United States, earorf ttoM deem, 
in prices, on occasion to below estates producti f-iTowcd, 
^olunmry resmcDon of output by .nta.es '™ “"“.1 
in 1922, by the government enforced Stev emo 
scheme which aimed to reduce the stocks of ru 
accumulated and to restore prices to a ^ _gectcd 

level The insUtution of the Stevenson schem 
not only the real need of the estate for higher pn ^ 
were to survive but also the fear of the collapse o ^ 

Chinese economy as the Chettiar moneylenders 
foreclose on Clnnese robber esu.es ^e S.ev^»J<^“Jf 
which had a short tetm success m achieving a 
rubber pnces and a reduenon of stools up to tv^. 
abandoned m 1928 Except during the very tiansitoiy boo 
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of 1929, rubber prices showed a continued decline from the 
1925 peak as absorpoan of rubber by the United States fell 
drastically, especially after the Wall Street crash In 1934, 
an agreement to control the supply of rubber was reached 
by nearly all the rubber producing countnes on the basis 
of the assignment to each participating country of a basic 
export quota 

The Stevenson scheme, which operated only in the British 
rubber produemg tcmtoncs, and the Internabonal Rubber 
Rcgulabon Scheme of 1934, with its renewal in 1938, have 
been examined m detail by a number of wntecs**^ and, as 
with analyses of the un control sciiemes, considerable dis 
agreeraent has been expressed over their effects It u generally 
agreed, however, Uiat the Stevenson scheme, limited as it 
was to the British temtones, sumulated the spread of rubber 
planting, especially by smalUioIden, to other parts of South- 
east Asia, particularly to the Mctherlands Indies, so that by 
1929 the Netherlands temtones had a larger acreage under 
rubber than Malaya, though, as a consequence of the greater 
matunty of the Malayan trees, Netherlands Indies production 
did not equal Malayan until 1939 

The scope and mtensity of the trade depression by 1933, 
its inBuence having spre^ to other commodiues such as 
coffee and sugar of which the Netherlands Indies were large 
producers, was suffiacntly great ilnally to persuade the 
Netherlands Indies goveraroent of the desirability of co- 
operating With other major rubber producen m the regulation 
of exports Understandably, however, the Ncihcrlancis 
auUionues recoiled from the task of attempting to apply 
measures that would require stnet control over the production 
and export of rubber irom unmense temtones ja which rubber 
areas had never been surveyed, individual ownership never 
registered and where often it was difficult even to identify 
rubber trees amongst the secondary forest m abandoned 
culuv ation clearings Until 1936, rcstncuon m the Netherlands 
temtones was affected only by the rough tool of a varymg 
export tax. 

In Malaya, as elsewhere, a clear division was made between 
estate rubber and snudl bolding rubber m the allocation of 
quotas It was generally agreed that rubber producuon by 
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Malayan small-holders ivas greatly under-asscssed-in 1933, 
?or Sample, rubber small-holdtug 
per cent of total net rubber eipom from “ 

Ste agreement, m 1935, smaU-holdcre as a group 
only 36 8 Dcr cent of Malaya’s total basic esport quoU 
Tlte new planting and re-planung J^Sung 

also discnminated against the smallholder ^cw P 
tas almost completely banned, whdst “d 

1938, rcplanung was permitted upw a maximum P 
of planted area Bauer elauncd it was techmeaBy ^ „ 

for a smallholder to replant such \P'"='=“^,^Xd» 
small acreage, and Uiat “W, b' “““ hS 

forego the income from the replaced trees 


VlAUtVAN RusBt* Acreacb AND PaocuenoN 

CouFAaxo WITH Wont* PaoDCcnoN, 1922, >930 and 1940 

MclyyMProfuttm 

( 000 tons) ^ Pmentagt 


1922 

1930 

1940 


Aatig* 

( 000 cent) 
Afalajd 
2,328 
3,049 
3,464 

m Chong Yah 


World 

212 4 402-0 

452-0 825 0 

547 2 1.4170 


52 3 
548 
38 6 


demonstrated that even durmg the Great Depressio , 
Malay peasant was financially better off, or could gc 
ncc and of better quality, if he grew rubber for 
rather than nee, and Bauer has illustrated the fact ma 
small holder was certainly the lowest cost producer oi ru 
even when estates had cut their costs to the absolute mimmum 
There was no general tendency by smallholders to ^ 
rubber by another crop, although occasionally a smallho 
cut out a portion of his poorest rubber in order to grow oo 
stuffs for his own needs ** 

There seems less doubt m the case of the rubber mdus 
especially its smallholding sector, even than in that oi c 
un industry that, at least dimng the 1930s, it was prevente 
from denving full benefit from its low cost advantages 
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a conclusion well supported by the generally acknowledged 
fact that when the agreement went into operation in 1934, 
the world economy was already improving Between 1930 and 
1940, the acreage of rubber in Malaya increased by only 15 
per cent, compared with 30 per cent between 1922 and 1930, 
and Malayan production grew by21 percent compared with a 
world increase of over 70 per cent during the same period 
(Table 5) 

The hCalayao export economy betivcen tlie wan was 
dominated by the tin and rubber industnes, but it » wortli 
noting that dunng the 193Qs a new export crop, palm oil, 
consistently increased its contribution to the country’s export 
trade Between 1930 and 1939, hfalayan palm oil production 
had expanded from 3,300 tons to 57,400 tons and the country’s 
contribution to total world output from 1 per cent to over 
11 per cent , despite generally low pnees dunng the decade 
The commercial planting of oil palms began, in Selangor, 
in 1917 and m terms of acreage grew rapidly and steadily 
until 1930, aAer which the rate of planting slackened However, 
the volume of output increased dunng the next decade as 
trees reached their beanng age of four years and matured 
to ihcif penod of highest productivity between about ten and 
thirty years. The export of palm oil was not subject to inter 
nauonal control, as were rubber and un, and Malaya’s con- 
tribution to world production was therefore essentially a 
function of the rising yield fiom trees planted mainly in the 
1920s nie distnbutioQ of these plantings — i^hicb were 
entirely on estates as a consequence of the size of investment 
necessary in processing taaliUes — was closely related to the 
distribution of rubber m order to take advantage of the existtag 
in&astructure, but the active encouragement to the industry 
given by the govcnunencs of the Federated Malay States and 
of Johore, put tliose states m an initially advantageous position 

The vanous analyses of the Arfalayan export industnes 
between the two world wars illustrate quite dearly that the 
purpose behmd the rcstnctions to which the tree operauon 
of the open economy was subjected was the maintenance of a 
price level at which the more highly capitahzed producers 
could operate and thus maintam both the momentum of the 
economy and government revenues, to both of which they were 
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ihE pnncpRl contnbuton The protEgomsts of th= 

tha,. had U.C S 

of the m«r-t*ar depreM.o|M „ difficult 

have been much norse Uian they . i ij,at in 

not to bebeve (*»Dgh probably tm[»M.ble^o^^^^ 

both un and rubber production, blalaj an 

eapanded Uterr of 

argued that, m world lerms, i , hiscd entirely 

thrdeielopment of a pattern “f ,],5 „„ and 

on eoit advantage, that ivaa one rated 

rubber control schemes, ivas " ^ ,‘/iocaliaed 

too great a concentrauon of producuon i j. t^us 

areas to the greater disadvanuge of the iK ecu 
after aU was a major argument m “PP“" ^ * ^blcm 
norld tilde ptotecuomsm of the penod MaU J 
was. however, that tt was demed not only ^ 

comparative advantages in raw ““'"f P'^^"“°”ecuomsm 
any advanuges ofaltemaUve developments that proiecu 
might have oETcred 
Painml cf Trad. Bilttta the IPars 

In 1913 the combined trade of Singapore 
which accounted for the bulk of Malayan j by the 

S846 miUion, of which nearly 70 per cent was handM by 
larger port The pattern of this tmde f” ea* mm™ 
port IS examined in greater detail in Chapter 6, Imt g ^ 
fernis It can be stated that charactereuc of boffi w 
emphasis on trade with the Malayan ^ 

hand and with the Umted Kingdom and Bnmh pos 
on the other The entrepot role, which had been a 
funenon of the Straits ports in the early decades ^ 

trading history, although remaining significant, tiao 
important extent been replaced by that of f ^ 
between the export-onented economy of mainland xviai X „ 
the industnal economy of north western Europe (esp 
Bntam) and the U S A. „ 

The mcrcasing dependence of the Malayan economy 
export sector is demonstrated by the relauonship ^ 
value of the country’s tm and rubber exports, and the v 
of total export income Throughout the penod ol p 
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fluctuations in the 1920s and 1920s the proportional contn- 
button of the two commodities never f^l below 41 4 per cent — 
and Uiat was in the year of rocL bottom rubber pnecs — their 
average contribution was 59 per cent in the 1920s and 
61 per cent in the 19305 (up to 1937) 

The value of import trade, in its turn, was primarily dctcr- 
nuned by the value of the raw matcnal exports smee a con- 
siderable proportion of general imports — minmg equipment, 


TABU 6 


Malava— Vaaue of Tot and Rubbck Exioan 
AS FEuasTACU or Totaa Cxfoat Ikcous, 192D-2927 


Ttar PtT ceni 

1920 45 2 

1921 394) 

Wn 5043 

1923 59 7 

1924 € 0-5 

1925 723 

192tf 71 0 

1927 633 

1923 612 

Stunt Lua Qnng; Ysb 


Ttar Pa catl 

1929 66 2 

1930 55 4 

1931 50 3 

1932 41 4 

1933 563 

1934 69 3 

1935 65 9 

1936 70 7 

1937 75 6 


rough goods such as cement or corrugated iron, and lumnes — 
was intended for the estates and mines of the mainland 
Indeed, for a penod m the early 1920s there was a suspension 
of all building works by mines, plantations and government 
departments, except for those of an essential nature, whilst 
estate requirements were taken only in small quantities and 
when needed Even when better pnees ruled for rubber, 
dealers continued to trade coucrvativcly showing no inch 
nabon to purchase beyond their immediate requirements 
A local domesDc market lo hialaya mth a purdiasmg power 
unrelated to the tin and nibb^ industnes, which could 
perhaps have acted as a stabilizing inSuence on the economy 
simply did not exist Even the demand for sundry and piece 
goods, particularly cottons, which were provid^ by U'hat 
was known as the ‘bazaar trade', largely onginated irozn the 
Tamil and Chinese labouren employed by the plantations 
and mines, whilst much of the spending power of the Malay 
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community uus earned by them rubber 
the value of the entrepot trade was sharply 
eammg power of tm and lubber 

were significant elements m the imports from Thailand and 

^“S‘t there can be htde doubt that u 

fluetuauons m the value of trade passmg through the btraiu 
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ports in the intcn>ar >cai3 were of greatest significant 
the Ivlalayan economy, a gradual re-onentaDon of traOi^ 
relanonships was slowly becommg apparent which, in a \ciy 
real way, bore considerable responsibihty for these fluctua o 
m value. Not only was it true that the Malayan economy 
had come essentially to be dependent on the 
raw materials but, &om the end of the Fust \Vorld » 
It had become heavily dependent on one market n^ j 
the U S A —for the absorpuon of these export commodiue 
In 1913, the U SA. had taken 12 per cent by lalue of tne 
exports from the Straits ports, by the end of the war this a 
risen to 35 per cent, and, except for the immediate 
depression years of 1920 and 1921, the importance of the U s 
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market marased almost annually until it was taking a peak 
of nearly 43 per cent by 1929 (see Table 7) Thereafter its 
share reflected faithfully the tanous phases of the Great 
Depression, thereby transimtung to Malaya tlic economic 
vicissitudes through which the industrial economy of the 
USA. Itself was passing • Even in 1932 the USA, absorbed 
67 per cent of the rubber exports and 42 per cent of the tin 
exports ftom Uie Straits ports 

If the United Kingdom had been replaced by the U Sjk. as 
Malaya’s principal export market by the end of the First World 
War, she was beginning to lace competition as the leading 
source of imports for tlie Malayan market from oUier directions 
It was observed, even as early as 1913, that imports from 
European sources (botli Bntatn and the Continent) of items 
such as cotton piece goods, linen doth, hardware, ironware 
and cooking utensils were decreasing, and that imports from 
Japan, Hong Kong, China and South-east Asia were growing ** 
Espeaally nouceable dunng liie 1920$ was the extent to 
which Japan was emerging as a supplier of imports and also as 
a shipping nation In terms of tonnage recorded at the Straits 
ports, Japanese shipping showed a generally consistent increase 
from the years of the First World War onwards Japanese 
tonnage occupied fourth place (after Bntain, Gennany and 
the Netherlands) in 1913, but practically equalled, and m 
some yean actually exceeded, Duldi tonnage m second place 
throughout the 1920s 

Japaa’r entry into the Malayan market was particularly 
important with regard to cotton piece goods, though also of 
significance m low pneed heavy gc^s such as cement 1925 — 
a year m which the Stevenson scheme had brought about a 
substacUal improvement in rubber pnees — was a record 
trade year for the Straits ports, exceeding the previous b«t 
(1920) by 30 per cent The vrdue of the import trade from 
Japan, however, mcrcascd by over 80 per cent , cotton piece 
goods being mainly responsible In 1927, when the value of 
trade m all commodities (excqit tin) had declined in total, 
that m cement and dyed cotton piece goods from Japan 
increased, and by 1933, 68 per cent of the cottons entenng 

* Out! de the USA. rubber coiuumpt ta wat, ul fact well ma nuiaed during 
the depression. 
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the Straits ports were of Japanese origin As Table 8 clearly 
illustrates, pnnapal exporter to suffer by this competition 
was tlie United Kingdom 

TABLE S 

BRrmii Malaya — Per{i»tacb ot luroRTt op Cotton Piece Goons 
BY QiiANTirY PROM KIajor Scppuers, 1925-1933 

1925 1926 1927 1928 1929 1930 1931 1932 1933 
UNCTEn KINGDOM 53 54 52 52 52 27 22 26 

JAPAN 18 21 23 IS 21 4S SO 57 68 

oniEM 24 25 25 30 27 25 28 17 

Soiaei Colonial AzihuaI Reports for Straits Seiilanatu. 

The growing compeuuon m the Malayan market, cspcaally 
for lower pneed goods such as cotton piece goods, that was 
faang United Kingdom exports from Japan and, though to 
a much smaller extent, from other Asian producers such as 
India and Hong Kong, caused the emergence of opposition 
to the free trade pobey of the Straits ports from the very 
Bnttsh merchant houses who had benefited so much from it m 
the past This opposition was voiced, for example, by the 
Penang Chamber of Commerce in 1934 in a bitter speech 
by a committee member who spoke of Japanese trading as a 
‘deadly menace which (was) threatemng the Bntish import 
trade (of the) colony with extinction* ’ * 

In 1934, iegulation was enacted with retrospective effect 
to 7th May to regulate and control by means of quotas the 
introduction into the colony, for Malayan consumption, 
of cotton and rayon piece goods manufactured in foreign 
countnes To s^eguard the entrepot trade of Penang and 
Singapore, re export depots, or bonded warehouses, ivcre 
established These restrictions continued throughout the 
1930s and mcluded an extension m 1938 to cover certain 
made up cotton and artifiaal silk piece goods A considerable 
decrease in the import of cotton and rayon piece goods was 
the predictable outcome of the quotas 
The offiaal attitude towards the various economic controls 
affecung the Ivlalayan economy by the mid 1930s as expressed 
by the Straits Settlements annual report was that free tradmg 
was essentially maintained 
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Notwichstanduig these rcstnctioos and the continued 
operation of the tin and rubber control schemes, it can 
be said that on the whole the Colony’s tradition of free 
trade was maintained Apart from excise duties on liquors, 
tobacco and petroleum imposed solely for revenue purposes, 
there are no import duties m the Straits Settlements, and 
commerce and passenger traffic flow with a freedom (bat in 
these days is remarkaUc;.*® 

Tlie freedom of ‘passenger traffic flow’ had m fact been 
impaired m 1930, before which year immigration had been 
pracucally free, but m which year a quota system was apphed 
to the immigrauon of male labourers from China, with the 
object of reduemg unemployment, raising the standard of 
labour and improving the sex raao The 1 932 /Uiens Ordinance 
furtlier extended control to all immigrants of other than 

TAua 9 

Q«rrsKMAtAVA— ^imetotoK Oenoror Mioiuktt {929-1940 
IS29 1930 mi 1932 1933 1934 

+1J0,121 -33,741 -187,529 -162,978 -38,449 +14 2089 

1933 ms 1937 193a 3939 3940 

+125,206 +82809 +267206 + 31038 - 2712 8,299 

Smm Coloout Annual Reporu. 

N B. Lud Gcouiden Qunoa imnugntiooal sUliiuca to Malaya IQ be 
ndiculouily inaecurate u 

BntishorBntish protected nationality A net loss of population 
was recorded in each of 1930, 1931 1932 and 1933, mainly of 
Chinese and South Indians, as a combined result of the 
immigration ratnctioas and of the discharge of labourers 
from estates and mines A reversal of this situation was 
first apparent in late 1933 An amendment to the Aliena 
Ordinance, which permitted bona fide employers to import 
labour outside the quota from 1934, and the beginnings of 
economic recovery contnbuted m the surplus that is apparent 
from 1934 (Table 9) After 1938, the restncUon policy was 
extended to cover alien females as well, thus ending the 
considerable flow of Chinese females into Malaya between 
1933 and 1938 which had helped to even oat the Malayan 
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Chmcsc SEE rauo (and v,lDch later was to step np the Malayan 


Chinese rcproducuon latO .v,r the atutude of the 

Until the end of 'h' i'!;“^;L„^^T Malayan 


UnDl the end of the Hist VYoria v<»i, Malayan 

colonial government towa^ Ae jh 
economy 'vas expressed nf essential services, 

accompanied by governincnt prov ^^rcalth of the 

l'rtnre.rt te^^niY^- 

TerrSi“:rra».^nenp^T__e^^^^^^ 

sunces Uiat followed the war. ''“i, has not 

intervene in Oie ;”f„'^"Xr a''S!iQne of these 

been the purpose of this chapter m 

intervenuons ptr it, ''“‘1’"”’“”'/' ,u Malayan economy 
on the patten, of spcaaliaaoon in „as 

It seems apparent, however, tha u.i.-vef the European 
mouvaied by a desire to mainUin the ^«uvc 

Smmeraal sector rather than to '““'mm;"-” f:Siole 
use of resources ivithm the group "f “ „„cned 
that made up Bnhsli Malaya The rubber mdus^ «« 

political inDuence through trading and esmeo^g 

Se pohucal mfluenee of the nn ^ „,^ed 

centranon of eonUol in agenoes and „ot 

mainly in the interest of maintammg eapital ™"“- 
only in Malaya, the traduig companies, and 

seeretanal companies had venr dose ^ wi* b 
nn interests The govemmenls atntude “ "“'^a. it did 
smallholders and to immigrant labourers official 

not regard them pnmanly as economic agents, tughcr 

poUcy towards rice producuon w« one 

producuvity and elimmaUng specific abuses ,ead 

framework of subsistence agriculture and opjwsmg P 

of commeraal attitudes amongst nee farmers that 

The necessary outcomes of the pohued p p g^n 
emsled and of the general atutude towards dcr 

sector of the economy wem *= various j:„m 

which the economy operated m the 192* and 193W 
the evidence that is available it appears that the spe 
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that had begun to appear by the Fust World War, and whjch 
was based, as has been seen, on certain very real advantages, 
was prevented, at least partially, from furtlier development 
in the supposed interests of tliat sector that was European 
controlled This partial prevention of the extension of special 
izatioD was, however, on negative grounds — there was no 
firm mtent to develop altcmame economic activities, ather 
to broaden the export base or to provide alternative opportum- 
tics for the employment of capital and, espeaally, labour 
withm Malaya Ihc increase m output of the oil palm 
industry m the 1930s was fortuitous and quite unrelated to 
any debberate diversification — ^indeed m the 1930i> palm oil 
and palm kernel oil prices themselves were low and did not 
encourage extensive plantmg The rcstncuon of imports of 
foreign manufactured cottons by quota ^^as enurely on the 
grounds of protecong unpenal, essentially Bntuh, made 
cottons, and no elTort was made to establish a texule jodusuy 
in Malaya itself The pnnapal effect, apart from temporarily 
preserving the British trade, must have been to raise the cost 
of cotton textiles to the average Malayan willi no posiuve 
benefits to him During the period of depressed export mdustnes 
and stagnant mtemauonai trade, some efforts were admittedly 
made, both by western and by Chinese interests, to establish 
manufactunng mdustnes in Malaya Among them were the 
Bata shoe factories opened at Klaog in 1937 and at Singapore 
in 1939 with labour tramed by foremen from the company s 
Indian factones Two Chinese finns of rubber shoe manu 
facturers also began producuon at Klang Efforts by Bntish 
American Tobacco to maintain a factory m Singapore m the 
early 1930s were defeated, however, by competition from cheap 
imports •* 

The Malayan economy, in the period under review in this 
chapter, may be seen as falhog between two possible and 
allemauve hncs of development On the one hand, its role 
as a colonial, cxport-oncotol economy suffered from control 
over Its freedom to expand output of those commodities in 
the production of itluch it had greatest advantage On the 
other, the fact that it was governed as part of a much wider 
trading empire rather than as an independent uml made 
imptfisible the development of a protected mdustnal sector 
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as was happemng, in response to much the same economic 
difficulties, m Austraba, South Aihca and Argentina for 
example The geographical response to this situation consisted 



Figure 14 Malaya— Rubber Acreages 1922, 1930 and 1940 


essentially of an increase m the acreage devoted to export 
crops, mainly rubber, though as Table 5 indicated, thu 
was a much smaller proportionate expansion than took place 
in the world as a whole, and was concentrated essentially 
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m those states already donunant in the rubber growing 
industry (Hgure 14), and of the more intensive working, as 
new and bigger dredges were introduced, of the major tin* 
fields of the Kinta Valley and central Selangor 
There was some development of the inirastructurc, particu 
larly dunng the 1920s tvhen goitenuncnt revenue was leas 
affected by low tin and rubber pnccs than in the 1930s The 
railway network was extended ^ the construction of the hne 
north from Prai to Padang Besar on the Thai frontier m 1918 
(thus drawing Kedah into tlic rubber belt), and from Gemas 
to Kuala Lipis in 1920 and thence to Tumpat (Kota Bharu) 
by 1931 The railway also crossed the Johore Strait on a 
causetvay to Singapore m 1923 In 1931, the Federated 
Malay Stata Railway had a budget deficit for the first time 
and It was not unul 1959 (man era of large iron ore movement 
by rail) that it earned a freight tonnage equal to or greater 
than that of 1929 The penod up to 1928 ^so witnessed the 
completion of a direct road link from Johore Baliru to the 
Thai border, a growing nctivork in the west coast states and, 
in the 1930s, development m the east coast states and Johore, 
chiefly m areas not served by tlie railway As a relatively 
labour intensive activity, road building appeared to be less 
affected by tlie depression Electnaty, sumuiated by the 
mechanization of the tin industry and by the demands of 
the mam urban centres, was available in most of the west 
coast towns by 1927, and in a few cast coast centres by 1931 
Major steam and hydro-eicctnc stations came on stream at 
hfalim Nawar and Clienderoh in Perak in 1928 and 1929 
Tlie mterwar period saw a continued increase in urban 
ization m Malaya*, though a slower rate was recorded in the 
lotcrcensai decade 1921-1931 than had been recorded between 
1911 and 1921 The mcrcase m tertiary activity and con 
sequent employment opportunities, better health scniccs m 
the urban than m the rural areas, and penods of unemployment 
in the mining and plantation areas all contnbut^ to the 
relatively faster population growth of the urban centres 
At die commencement of the Pacific War m 1942, the 
* Tliepercebtage of urban popubvioa {uiRucuoi urw of 10 000 popuUtMti 
and over) to total popuUuon in peuiwuw Mitlaya wu 10-7 pa cent. u> 1911 
14-0 per cenu in 1921 and 151^ cetU. in IWl rigurti eal fu Uted oft a ttate 
imuavsnatsa 
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economy of Klalaya was stiU charactensucally colonial It 
remained dependent on a \cry limited range of export com- 
modities and on the services provided, both for the domestic 
export trade and to some extent for the export trade of nagh- 
bounng regions, by the tradmg ports of Penang and Singapore 
Gimpared with many, indeed with most, tcmtoncs in die 
tropical world Malaya was a relatively prosperous country, 
a high standard of admimstfabon and a basic pattern 
of social services, and there can be no doubt that these were 
the direct product of its export economy Nevertheless its 
economic base dilTcred little from what it had been nearly a 
third of a century earlier and seemed to offer little scope for 
any major economic advance 
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CHAPTER 5 

Industrialization in Malaya 


In Chapter 3 an attempt uai made tn 
and pattern of economic dctelopmeni m . 
certain adtanuges possessed hy the as a 

nere able effecmely to mnucncc its ®“^,?„Lent 

consequence of the free economy and free trade 
n.Unn wh.eh econonne acmaues nere 
come of economic dcselopment nithin this 
a sophisueatcd adjustment of pmduction 
sector to phjaical condinons, and the concentmoo 
acm-iucs of ilus sector on a linut^ range of ra 
exports and on an assoaat^ and 1930s 

very heavily upon them The need m the 1 
toVcduce Uic freedom of operation of the n 

by the restneted export of un and rubber and by the i ^ 
of quotas on textile \SorId 

economic circutnsUnccs that emerged after the 
War FoUowmg the Second World War. in an «« °f 
and economic nationalism, rapidly groiNing P®P‘|?®J°" ^ 
the universal caU for the economic advancement of the uM 
developed v^orld, these circurmtanccs 
considerably to modify the economic geography ot Maia> 
Malaya Lergcd fim the Second World 
economy disrupted by three and a . hostilities 

occupation and by the destruction wrought by the 
that had preceded it There was widespread 
and desutuuon, and a major task of economic rccons 
to be undertaLen The rehabiUtaUon of the ^ , 

rubber plantations, and the re establishment of intemaQ 
trade Unks were the pome objectives m the 
sector, and by 1949 the foundations of the economy had new 
restored to at least their pre war level, wth tm and ru 
138 
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production exceeding the output of die late 1930s (see Table 10) 
and shipping similar!}' reemered to its pre war volume 
Pespite the outbreak of tlieComaiunist armed insurrection (die 
‘emergency') in ]94S and the economic and Onaucial problems 

TABU 10 

Maiava— T w &. Rlbbu raoovenov, 1938-1945 
7m UMOaUlUtCU ltuit<T 

(tanguns)* (000 long tau)1 

1938 43471 359-5 

1939 47416 360-1 

1940 83 000 547 2 

1941 79^ 

1942 15.748 

1946 8 433 3967 

IM7 27.026 6464 

1948 44 815 698 2 

1949 SS 203 671 5 

Stvttt 

* /aierruumsl TtA CmocT— lucubca/luppteaenc 1063 

t Ua Qum| Ysh p. 42S-9 

that It created, economic recovery continued, and by 19S0 
Malaj-a was m a posiuon to turn from her preMKcupation 
with rcconstrucuon to tl»e problems of fiirihcr economic 
expansion < 

Trom this point onwards, despite the fact that m very 
many ways, physically, histoncally and economically, Afalaya 
u a unit, ivith Singapore closely related by history and function 
to Penang, and by commerce to die peninsular mainland, 
It becomes necessary to consider Singapore separately iiojn 
tile rest of Malaya ‘His necessity is the outcome of the 
political division in 194S of what «>nvenicnily may be termed 
'British Malaya’ into the Federation of Malaya — made up of 
the former Federated Malay States, Unf^crated Malay 
States, Penang (mcludmg Province Wellesley) and Malacca — 
and the island state of Singapore The background to this 
pohucal dichotomy has been examined elsewhere*, but the 

* e g by C. A. ruUet ut Malmyna— a Study in tbe FoIiUcaI Geography of 
Decolooiuucin ui fiiher CIA. (cd ) Eu^ji in PaitSuai Cmpeplv London. 
MeiluieD, 
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division appean largely to have been the outcome of the 
uQwilimgness of the Malays to nsk the political domination 
of an mdependeat hfalaya by people of recent immigrant 
ongm vrho Steady dominated the country economically PoUu- 
cal separation did not, of course, produce complete commercial 
separation, but it did create a situation in which two distinct 
and independent nations* evolved their own approaches to 
variants of the same basic problem of economic development, 
and these have had mterestmg geographical consequences 

The Changing Economte Giograpfy of Pentnsular Malaya^ since 1950 

Following Its pohucal separauon from Singapore in 1948, 
the Federation of hCataya infaented an economy that was 
certainly more vaned than that of the island aty state but 
one whose commercial sector was still dominated by the 
export*oneoted tin and rubber mdustnes and wluch m a 
pohucal, though not of course an economic, sense had lost 
Its major port and commeraal centre It was a nation whose 
population, at the 1947 count, numbered 4 9 million (see 
Table U) and whose high growth rate of 2 4 per cent m 
1947, was to inaease to 2 6 per cent in 19S0 and to 3 2 per cenL 
m 1959 The bulk of this population, espcaaliy the non Malay 
immigrant section, was concentrated in the west coast states 
from Penang to Johorc, where — as has been seen — had 
developed Uic pnncipal commercial activities of the country 
Only m Kedah and Perils on the west coast, and in the east 
coast states, where there existed a significant economy based 
on wet nee cultivation and fishing, did Malays outnumber the 
immigrant communities * 

The cultural diversity of the Federation’s populauon 
created a whole host of problems of its own, of course, and 
many of these were considerably aggravated by the fact that, 
m general, the hfalays were die poorest and economically 
least sophuticated community, amongst whom capital and 
entrepreneurial abiLty wrere very scarce, though pohucally 

■ TbeFedenUoa of Malaya beamie an uulependcot nation ml9S7 Smgapon 
uaa Kiten miernal tclf government tn 1959 at tiie State ofS ogapore. joined «ica 
the redoauon nr Mauya. Sarawak and North Borneo (Sab^) ui the fully 
uuiepaidenc Federxuan of Malaysu n 196S aai then left the FedenUaa to 
become the TuUy mdept^entRepidJae of Singapore iQ 1965 

t See dcEiutKBA »ppaidix t 
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,h=y weic powerful Economic l-dopment » had to 
added burden of attemptmg to afraumg the 

of one important commnmty p^ullnon 

bvmg standard °f *= "''i'' “P'STS^nt, but 
Every assistance was to be given to rural , —nnrtaadv. 

mth^iSeresuofbalanced growth as wella..mos^^^^^^^^ 

of mamtammg the earning 1"^ f mdustnal 

major prop of the „„„ rapidly 

development had to be encourag , 
this sector grew, the more rapidly was hteiyi^ 
economic imbalance bctv«cn the ^ - die Federauon 

Tn Tunc 1950. a Draft Development Plan lor me 

of M-s;r;‘wS pubushed Tms 

development of social ser^ces, of "““.^onornic 

utihties, and of trade and mdnslry In the sccD 

development, cert^ ‘““"'‘’“fi”, , hat Malaya m the past 
term planmng These were, tot, that ^„d„ats, 

had been too dependent on a limited rMg P 
secondly, that the emphasis of onmary 

promoting those types of economic Malaya, 

or concerned with industrial producuo , die 

by reason of its climate, toed to engage, 

teehmcal abdiues of ns inhabiunts is best fit J 

thirdly, that Malaya should aim at P™!?” ‘ ® “hj diere 
food that It consumes, fourthly, that as far ^ ^ „ and, 

should be even development ttoughout the 
fifthly, that development should be planned ^ 

not to dimimsh the total natural wealft some 

It was recognized that these considcrau economic 

extent contradictory but the clear ^econ__^_^ 

development should not take place at th P , „ dial 

jusBce, but at the same ume the very real room 
the traditional export sector could make to th 
prospenty was not ignored Whilst '/j^^nage 

on as broad a front as possible, with ideation 

and imgauon works and research into the mt r. 

of yields in the padi growing areas, with attempts 
the producuon of food crops by the °”™Ltry. 

vegetable growing and with research into the fishing 
the draft plan stated clearly that it was apparent that 
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With a nsuig standard of living and an expanding population 
there cannot be much hope of reducing substantial])' the 
very large quantities of imported food, on the contrary 
they are likely to become even greater m the future There 
IS only one uay of paying lor these imports ofibod and 
that u by increasing the quantity and the value of exports, 
1 c, rubber, tin, palm oil * 

Malaya had no altemabve but to remain a tradmg nation and, 
this having been accepted, considerable encouragement was 
given to the traditional export industnes The rubber industry, 
which m 19S0 (admittedly a year of high pnees due to the 
Korean War) earned 60‘9 per cent of the Federation’s total 
export mcome of 4,020 million Malayan dollars' (;^469 
ruIIiod), received much ofliaal encouragement and support, 
espeaaiiy by means of replanting grants, in order to raise 
both quahty and yields This was realized to be espeaaiiy 
necessary m view of the growing compeuDon from synthetic 
rubber, against which natural rubber’s only real weapon was 
a lower pneed product of equivalent or belter quality Partly 
as a result of frequent coroplainu by esute interests of over- 
taxation and of an actual d^ne m estate replanting acreages 
in 1953 and 1954, a goienunent mission was appointed to 
look into Uie questions of taxation of the rubber industry 
and the need for replanting As a result of its report', certain 
changes were made m taxation and replanting grant arrange- 
ments, and considerable stimulation to replanung by both 
plantations and smallholdings was provided by financial induce- 
ments After 1954 the acreage of replanted rubber increased 
substantially, much of it consisbng of new high yielding 
matcnal, whilst other developments — mainly of an operational 
nature — aimed at improving cfRaency and thereby reducing 
the unit cost of natural rubber • 

The contnbuuon of the tin mimng industry to employment, 
overseas carmngs and govenunent revenue was also realized 
Although since the R]id-]93Cl3 tin bad regularly contributed 

* Fot cxjuuple. <Uily uppmg uski luve been increased and commonly coosul 
of about 600 treo, a^ czpenaice ii ibowiag that the rubber Uee can tund 
peatcr frequency of tapping ihaa wai otiginaUy thought. The tradilidoal yoked 
ouckcti m which tappen tamed fatex to the coUecung itacioni UKreanngly 
arebemgrcplaced by camenoDUcydaocevenmotorcj^ea. W ith new pUnung 
(ectuuquca tree* are broughi to toatantf la yean itauad of the previously 

acceptM 6-7 yean.* 
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a much smaller percentage to rabberjo *e 
mcome (11 6 per cent .n “to that 

advantage m lU producDon is probably g ^ 
which she has m the produenon of rubber, and 
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Synthetic Rusbeh PRODuenov, 


aPaiCBANo'VoiaD 

1935-1962 


1933 

1939 

1940 

1941 

1946 

1947 

1948 

1949 

1950 

1951 

1952 

1953 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

1961 

1962 


RulberAmazt R^ptanUd 

1 000 aaa) 

'‘SmtUkoUtfit Toul 

24 06 


AKriiiSpit, 


EstaU 
255 
36-2 
49-0 
34 0 

67 
248 
45 5 
52 8 
440 
582 
516 
298 
391 
57 6 
78 4 
76 3 
648 
682 
75 2 
70 5 
63 1 


11-0 
14 0 


24 
35 
38 
42 
295 
226 
253 
46 5 
49 8 
59 7 


255 
47 2 
630 
340 

6-7 
292 
47 5 
552 
47 5 
620 
558 
593 
617 
829 
1249 
1261 
124 5 
137 3 
144 7 
127 8 
132 3 


31-00 

37 55 

38 56 


37 31 
4215 
3819 
10818 
169 55 
9607 
67 44 
67 30 
11416 
96 76 
88 75 
80 25 
101 56 
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Pnea and synthetic produeboo 
Rubber Statistical Bullelin 


Lun CaiODg Yah Econamu; 
irom Internauonal Rubber 


Production 

{000 tom) 
60 
237 
424 
77 5 


5393 
532 2 
440-3 
534 6 
9034 
8778 
935 6 
7164 
1 085 3 
12110 
1 2627 
1 243 4 
1 632 5 
1 8S0K) 

1 975-0 

2 240 0 
DatUpmiot of 


Study Group 


some uses, tm has had to face compennon ^““iSs 

Its distmcUve properties and demental nature ma 
susccpuble than rubber to subsUtuUon ^“enUy 

exploitauon of a wastmg asset’, especially \vhen, as is “ 

—e of tin, land wth alternative agnodtural uses IS a po 
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u often cnUuscd as short sighted It has beenshoivn, however, 
that the yield per acre from tm mining is so vastly supenor to 
Uiat achieved by rubber growing that if, at 1963 prices, one 
year’s government revenue alone from one acre of tin bearing 
land were invested at 5i per cent. lU )ac!d would equal 
nearly 60 per cent of the total annual income of the same acre 
under rubber, and four times the annual government revenue 
from the rubber ** The opimon has been expressed that the 
value of tin bearing land is such that tin numng has a dear 
claim to lirst pnonty tn land development policy 

In order to help maintain the earning power of the tin- 


TABLS 13 


Malava, Indonesia and Burma-— P tuasuenoN or Tin iN-coNexwnuTe 
AND StNOAroas Tin ^cEi 1960-1967 



MeJ^s 

fadenuza 
(long tool) 


Aigi SlntUPrviEx Ilrrla 
(A/ S ptt picul) 

I960 

51.979 

22,596 

950 

393 63 

1961 

56028 

18 574 

951 

446 85 

1962 

58 603 

17,310 

IMI 

447 79 

1963 

59 947 

12 947 

914 

45540 

1964 

OOflOi 

16 345 

568 

61942 

1965 

63,670 

14 699 

464 

702 80 

1966 

68 886 

12.526 

370 

645 23 

1967 

73,121 

13 601 

239 

600 10 


Saiatt IntcnuDoiu] Tin Council 


mining sector, the Malayan Federal Government has been 
a frrm upholder of the International Tin Agreements negotiated 
since the Second World War, despite the temporarily adverse 
c/Tccts of tin export control dunng the period 1957-60** 
Individual state governments have become mcreasmgly 
vsilling to permit both tin mining in the hlalay Reservabons 
(though requmng the partiopabon of Malays m the enter- 
prises) , and off shore exploration by the large numng companies 
Between the endmg ofrestneted exports under the Intcmabonal 
Agreement in 1960 and the rc-inttoducbon of control in 
1968, hlalayan annual tin output increased from 51,979 long 
tons to 71,121 long tons Much of this expansion was made 
possible by tlie high world pnees ruling dunng the penod. 
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but the generally favourable political environment in which 
the industry operated must be given due credit. A telling 
comparison may be made with Burmese and Indonesian 
production which declinwl substantially in the same period 
of high prices (Table 13). 

The dangers of excessive reliance on a very small number 
of export commodities, especially rubber and tin whose pnees 
have a tvell-known history of great fluctuations, was clearly 


TAaix 14 

Malaya — Paooucnoi and Ew^bt op Irov Om, Bauxitb awd 
lutemrs CoNceNTRA-rc, !957-1969 

ILAIEIflTE 

IROJ/ ORE BAUXITE COXCEU- 

TRATB 



PreJuctim 

Experts 


Export! 

Exports 


(lengint) 

(Ung Oat) 

(Ungtwu) 

(loitglov) 

(long tw) 

1957 

2.972,359 

2,919,737 

325429 

340,623 


1958 

2,795.261 

2,591,382 

262,364 

246,605 

74,827 

1959 

3,760,684 

3,772429 

381,747 

363,808 

72,851 

1960 

5,640,258 

5,500,173 

451.958 

447,999 

118.242 

1961 

6,733,520 

6,435,054 

409,881 

284,356 

106,975 

1962 

6,507,302 

6,441,112 

349,419 

314,857 

101.657 

1963 

7,264,543 

6481,785 

444.W7 

450,463 

147.014 

1964 

6,479,070 

6,316,968 

465,829 

547.945 

129.263 

1965 

6,852,037 

6,634.198 

843,172 

670,894 

121.566 

1966 

5,762,440 

5,680,691 

940,447 

J.007,157 

116.386 

1967 

5,349,780 

5,245452 

885489 

652,298 

89,372 

196S 

5,085,332 

5,086,812 

786,042 

776.993 

123,835 

1969 

5,151,022 

5,219,435 

1456,068 

862,953 

126,893 


iSoLrn Moathly Sututical Bulletin of West trlalayuA- 


understood. IVhilst the very real benefits to be obtained from 

the efficient exploitation of these resources was fully appreaated, 

they could not be rcUcd upon alone to provide the reliable 
economic growth that the independent Federation of Malaya 
needed Divenification of raw material exports tv as essential 
and, as was coming rapidly to be recognized in most parts 
of the developing tvorld, so was a degree of industnaUzalion 
Apart from un, the Malayan peninsula possesses a variety of 
other minerals, especially batmce, gold, iron ore, ilmenitc, 
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tungsten ores and rnttigancsc ora Deposits of roost of these 
minerals have beenworLed lor man)’ years but have contributed 
only a small amount to llic country's income Tlie major 
exception IS iron ore which has been worked since about 
1921 lu Johorc, Tren^anu, Kclancan and Perak, and the 
output of which expanded very considerably following the 
Second World War and whidi reached a peak in 1963 This 
expansion has been made possible by tlie growing demand] 
of the Japanese steel industry wludi has been the major 
customer and in recent years by Uie establishment of Malaya’s 
own iron and steel industry at Prai (see, p 174) 

Amongst her agricultural exports, Malaya has included 
copra, palm oil, pineapples, tea and cocoa, (he latter two 
on a very small scale, and all completely overshadowed by 
rubber Posstbihucs for expansion on a large scale seem 
limited to palm oil, however, and since 1957 ^ere has been 
a considerable development of palm oil production to the 
extent that m some areas it u replaang rubber Between 
1958 and 1965 the planted area rote by 72 per cent and the 
output of palm oil by 94 per cent Rumg palm oil pnccs m 
recent yean have tnereas^ (he act income yielded per acre 
to well above that earned by rubber, vvhibt its earlier maturing 
and somewhat lower labour rcquircmrois add to its economic 
altracuoiu Economic disruption in Uir world's previously 
major produang countries — the Congo and Indonesia — has 
given Malayv a favourable compcuuve position, and re- 
planting subsidies to estates, and, since 1962, to smallholders, 
for the replacement of rubber by oil palm wherever soils are 
suitable have been provided by the Federal Government 
Smallholder participation m the expanding oil palm industry 
15 being made possible mainly through the Federal Land 
Development Autlionly which, cspeaally in its major sclicrae 
in central Pahang (Uic Jengka Triangle Project), is aiming 
to cstabluh individual holdings around a small nucleus estate 
Willi nursenes and factoncs ** 

The developments since the Second ^VorId War m com- 
modity production and export^ though contrasting with the 
relauvc neglect sufTcred by similar acuvitics m some of 
Malaya’s neighbours, in (hemsclvcs represent no major change 
in the nature of the hlalayan economy, and most likely would 
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have taken place under the mainly free-trading colonial 
economy of pre-war dap Geographically they have had 
httle influence on the landscape beyond the inaease m mining 
operations in a Uimted number of areas,* and the replaang 
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Malaya — Pkoocctton op Palm Oa, Pau* K^skels, Tea, 
F&esh Pineafplcs akd Copka, 19S7-1969 


Fruh 



Palm OJ 

Palm JTcfJiett 

Tea 

Pineapples 

Copra* 


(lengjw) 

(latg bm) 

(000 Us) 

[Lmg tons) 

{long ions) 

1957 

58,507 

14,781 

5447 


35.843 

1958 

69,671 

I8473 

4 878 

na. 

34.820 

1959 

71,541 

19494 

5 359 

145495 

33,079 

1960 

90,343 

23.672 

5495 

lSa557 

32,309 

1961 

93.348 

106,462 

24427 

5,809 

161,239 

33,841 

1962 

27,844 

6,259 

191496 

33414 

1963 

123,649 

30,135 

6,0^ 

190452 

32,219 

]9» 

120,106 

30,001 

6853 

208,169 

26,670 

1965 

146433 

34,426 

7488 

254494 

30,721 

1966 

183,394 

42,669 

7497 

254,058 

27.684 

1967 

213,402 

48,318 

6823 

275,284 

27,379 

1968 

260,725 

58,715 

7.645 

255426 

28,040 

1969 

320,753 

73.691 

7,690 

255,733 

22,876 


* Citate Production 

Soura Mofitlkly StauiCical BuUennof Wm Malayua. 


oi rubber trees by oil palms on some estates It is m the field 
of industnahzation that both the economy and the economic 
geography of peninsular Malaya have begun to show major 
changes since 1950 and these have been possibly only as a 
result of the abandonment of the free trade pohey in order 
to permit the dchberate encouragement of industry by the 
government 


Indiistntd Dnelopmail since 1950 — the Development Plans 
The Draft Development Plan of 1950 commented bnefly on 
the quesuon of secondary industry in the Federation of Malaga, 

• For ctaaple at Btjjiiniai ta Selaagor t*bei« the Sclacgw River 
twat&plaitd between Rawaog acai coaiC and where to be hlled 

aod bwt up (or the locauon of (be fint mining camp" 
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and ^^^uUt tending largely to dismiss llic possibjjiucs of heavy 
industry in Uie country, il considered the potential for the 


J 


TAua 16 

ruilNSVUlR MAUVA—tSOUMS LSOACES : 

1947 

(000) 

UANniCKAPn 


IK SeCONDAKY lADl.'muES, 


Tout 46-2 (32 3%) 


2> pBOCxssiKa 

Rubber nulling packing, etc. !60 

Tin tRieltmg 0*4 

Sawnulling etc. 7-9 

Rice, c o c on ut, palm oil nulling etc. 9 S 

Fish curing and other 26 


Total 36 4 (25 4%) 


3 rooo, Daws and tosacoo 

Toul I&2 (127%) 


4> uiatNUJUNO 

Railway tiorUliopf 3^ 

Dockyards, etc. 1 S 

'tiotor vehicle worLal opt ete 84 

Clectncal intiaUaiion and repair work 1 2 

Foundne^ Ihrget etc 8 9 


Total 23-0 (16-1%) 


5 OTUUl ttAKtTACrOMNO 

Bncks, tile* etc. 2-4 

Soap 06 

Metal cootaincn etc. 0 7 

Rubber and other Tootwear 3-4 

Other rubber goodt 2 3 

runuturc etc. 3 8 

Newtpapert, pnotiog and photography 3 9 

Ataccllaneour 2 3 

Total 194 (136%) 


oaiWD TOTAX. 143 2 (tOOy) 

jMrer International Bank /be Raoonstmcliao and Ondopoierit Th^ Eeon^frus 
Dmlapmtnt tjf Kuala tAUnpur 19SS pp> 301-2. 

extension and improv eroent of the processing of raw materials, 
the establislixncnt ofhght manulacturingmdustncs to make, for 
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the home marLct, goods whidi \vouId othenv-ise have to be 
imported, and for cottage industncs In relation to the devdop’ 
ment of light manufactunng mduitiy, the plan dreiv attenoon 
to the concept of uidustna) estates os provided in many 
countnes by local authonucs or semi-public corporauoas and 
considered it highly probable that such estates t^ould be 
necessary if bght industries uere to develop satisfactoniy m 
Malaya 

In 19SS was published the report of the Intemational Bank 
for Reconstruction and Development which bad been invited 
by the governments of the Federation of Mala)a, the Ctowd 
C olony of Singapore and the United Kingdom to undertake 
a survey of the hlala>aa economy and to make rccommenda* 
tions for practical measures to further economic and soaal 
development ** The Bank considered that Malaya bad to, 
and undoubtedly would, conunue to broaden its base of 
secondary manufactunng The ‘Population by Industry* and 
‘Papulation by Occupation’ tables of the 1947 Census of 
Population had shown that 5 per ceaL of the total gainfully 
occupied population of the Federation of Malaya were 
employed in manufactunng industry, but with few exceptions 
these industnes were of a type which bad a decisive margm of 
‘natural’ prucecuoo m terms of locauon, and t)*pically were 
assoaated directly or mdirecdy with Malaya's role as a primary 
producer and trader (Tabic 16) The stage of development 
existing ID 1947 bad been achieved almost entirely without 
the aid of tariff protection or other governmental assistance, 
but with the exception of certam engineering trades which 
barely existed before the First World War (e.g motor vehicle 
repair), the pattern of industrial activity was very similar to 
that reported from the Straits ports in I9II (compare Tables 
3 and ]6) Although the loteroational B anV Report con 
sidered that secondary industry had contnbuted substantially 
to the growth in real income between 1949 and 1953,'* much 
of it m small scale establishments m the Federauon and 
Singapore, a comparison of the occupauon structure of the 
1957 census with that of 1947 showed htUe progress m industrial 
iza tio D m Malaya.'* In the intercensal penod the number of 
workers in the manufactunngsector rose only by 7 5 per cent, 
compared with a 13 3 per cent growth of the economically 
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acUve population and a 105 l>ercen{ growth m urbanization * 
As part of its 19S4 elcctioa maiuTcsto, the Alliance Party 
had declared its intention of assisting the economic growth 
of tlie country, intfraho, by encouraging induslnaldevclopment, 
and a Working Party, appomlcd in May 1956 to assist the 
government m formulating an appropnate policy, reported 
eight months later** The Working Party based its case for 
encouraging industrial development in the Federation on the 
fact that Uie economy was unduly dependent on the fortunes 
of Its two major export industncs, rubber and Un, and that 
opportumties had to be /bund Ibr employment of the rapidly 
growing population, whose rate of increase at about 3 per cent, 
per annum was amongst the highest m the world It drew 
attention to tlie signihcant fact that increasing numbers of 
the population, probably nearly one half, were now centred 
in or near urban areas, and that it was necessary to strengthen 
and if possible broaden the base of the economy, if bvuig 
standard were not to become depressed and the standards 
of tlie social services to be maintaioed, more particularly if 
there were to be no marked Amber expansion of the primary 
industnes The Working Party came to the inescapable 
conclusion, however, that if industnal development were to 
provide employment for the urban populauons of the future, a 
great deal of private capital would be required and that its 
attraction on the necessary scale was not likely to be easy 
without substantial government inspired inducements In 
general it considered 

that if any extensive mdustnal development is to take place 
in the Federation, except m fields where there arc over- 
whelming natural advantages, active Government assistance 
m vanous directions will be necessary both to stimulate 
the establishment of industry, and in appropnate cases to 
protect It.** 

Tlic First Five Year Plan for the Federation of Malaya, 
called the General Plan of Development, was adopted :a 

* Aq urbui aira u defuisl w sn adnudntnlive uea with a populatioa pnier 
than 1 000 Thudeiiiulioa MYiuld in fact, laciude moit newvillagef* uidmucii 
ol the incTcaie In urbanization dunns the period in quouon vi-at cauacd by the 
Emersoicy ai well aa by uicreaied fotcroaient ecoaonue acunry apraally 
in the tmiary tector 
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October 1956 for the period ending 3lst December, 1960 
Dunng the penod of the plan, the total population of the 
Federation increased from about six to about seven nulhons, 
and the total labour force by about 310,000 Investment, 
both pubhc and pnvatc, far exceeded the levels achieved 
before 1956 , (actual pu^c investment being nearly tvnee 
as great as in tlie carher penod) and the output of the economy 
more than kept pace with the population growth The main 
increase in pnvatc investment dunng the years of the plan 
took place in the manufactunog field Measured in terms of 
horse power, tlic number of machines and other installations 
m manufacturing establishments more than doubled between 
1955 and 1959, and a sample survey conducted m 1958 
indicated that gross fixed investment in manufactunng in 
that year amounted to M$8S nuUion or about 14 per cent 
of total investment Total employment in the manufacturing 
sector rose by about 12,000 (about 9 per cent) dunug tb® 
Plan penod ^ 

There was clearly a growing aisareness among entre* 
prciicurs of the market potenoal of the Federation for manu* 
factored goods, and the mdustnal pohey of the government 
provided considerable mcenuves to pnvatc mvetors The 
Pioneer Industry pohey, maugurated m 1958, exempted from 
income tax profits of enterprises that qualified as ‘pioneer* 
for penods between two and five yean according to their scale 
of investment,* gave consideration to justified requests for 
the duty free import of certam necessary mdustn^ inputs, 
and abo made possible the granting of tanff protection for 
infant mdustnes The Pioneer Industry pohey proved effective 
in encouraging increased investment in industry and was 
aided by the establishment of industrial estates m the major 
urban centres of the west coast states The most successful 
of these was at Pciahng Jaya, in the KJang Valley about 
SIX imlra south-west of Kuala Lumpur (Figure 25) t 

The Second Five Year Plan, adopted m January 1961 for 
the penod 1961-65, was far more ambitious than the First 
Plan but broadly it represented a conunuauon of the policies 

* Since inccme lax on iqduitnalprofiuwaxSS per coit this wai a cenuderablr 
inducement 

I A more detailed ICudy of Pctaling Jaya anrt aTw of the indusCnal estates m 
feoang and Singapore u made hi Cbpterfi 
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previously established The Second Plan, inUr aha, rc- 
emphasued the importance of manufacturing to the Federa- 
tion’s long run devdopment and fe-affirmed the govemment’s 
mtention to rely on pnvatc uutiaUve, 'but at the same tune to 
encourage the growth of pnvatc industry through every 
reasonable means of assistanct^ consistent with the general 
interest’ ** The preservation of a sound and stable monetary 
climate, free from the resuiccioos, controls and uncertainties 
that accompany finanaal instabihty and inflation, was con- 
sidered the basic contribution that government could make, 
and this was reinforced by continued finanoal support to 
Malayan Industrial Development Finance Ltd ,* an organua- 
tion established m 1960 to provide credit on reasonable terms 
for sound industrial ventures. 

The Second Plau also provided for the establishment of 
additional industrial estates and set up a trust fund of $7 5 
aulUon to enable loam to be made to the States for this 
purpose The Petalmg Jaya estate was rapidly flUed up and 
work on the flrst phase of a second Selangor estate at Batu 
Tiga, between Petahng Jaya and Klang, began m 1965 
The signiflcance of this location to the urban and industrial 
geography of central Malaya is examined more fully in 
Chapter 6, but ic u apparent that it will contribute to the 
even more rapid growth of the Port Swcttcnham-Kuala 
Lumpur axis Outside Selangor, estates were established 
in Penang, Perak, Ncgn Serobilan and Johore— of which 
those at Butterwonh, Johore Bahru and Ipoh were most 
successful in aitractuig devdopment 

Public mvesunent during the Second Fi\e Year Plan aimed 
cspcually at improving the national infrastructure for industrial 
growth ** The Plan m its ongmal form called for M$2,I50 
milhoa of public expenditure ibr development purposes but 
revisions by 1963 had raised the target to M $2,930 million, 
and of this revued total 45 S per cent was allocated to the 
transport, communications and pubhc utihtics sectors The 

* XtlDFtwuefUblultcid UkMkrcblMDvnOi put cTiuduLre capital noenbed 

by the Fcdcnt Covemment u>d Ibc renuunder pnvate invaton. both local 
and Ibrcijnu ReorgatuiaUon and a Rnat lodreaie in lU raourcci, with a a ini a nfii 
Croia ih< International Bank (or Rcoo»U\icli<ia and Development, were recom- 
mended by italT men^iets of that imtiUiiUB who vinled Malaya m 196Z. Ihe 
aggregate poienLal nsourcea of MtDFL woe S250iiuUion m 19^ 
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mam share of expenditure on. transport faalities was allocated 
to roads and the proportion of total public micstment devoted 
to them was raised from 9 1 per cenL to 12 9 per cent, when 
the plan was revised It was recognized tliai roads consUtuted 
the principal transport system m Malaya and that tlieir tra/Hc 
bcanng capaaty needed to be expanded m line witli the overall 
expansion of the economy Particular emphasis was put on 
die improvement of the mam west coast road (Route 1) and 
on providing a major road linb connecting die east and west 
coasts The mom feature of the railway programme of ex- 
penditure was continued dicsclization 
Planned expenditure oo ports was concentrated on the 
expansion of facilities at Port Swettenliam, especially on the 
North Klang Straits project, and on the comiruciion of 
deepwater benbi at Bultcnvonh, the mainland part of the 
port of Penang, whidi was to be expected to increase its share 
of the handling of Penang’s trade at the etpense of Georgetown 
Investment in electnc power capacity aimed at keeping up 
With an anticipated 30 per cent tnaease m pow er consumption 
by 1965 The revised plan increased theallocauon of mvesiment 
to electnaty from the much enlarged budget by 1 per cent , 
from 12 1 per cent to 13 I per cent , and the amount of power 
generated m 1965 vvas in fact 79 per cent greater than that 
generated in 1960 Over this period consumption by industnal 
and commercial users had nsen from 24 7 per cent to 33 3 per 
cent Much of the increased power was produced by the 
Cameron Highlands Kydro-Elcctnc Scheme which was 
completed in June 1963,^ and by the thermal Sultan Ismail 
Power Station in Johore luhru opened m the same year 
Real gross domestic product grew at an average annual 
rate of 6 3 per cent m peninsular Malaya dunng the period 
of the Second Five Year Plan, despite both a generally poor 
export performance and the political and rmhtary ‘con 
frontaUon’ witli Indonesia that took place subsequent to the 
formation of the Malaysian Federation m 1963 This compared 
with an average annual figure ofsltgluly less than 5 per cent, 
for the developing nations as a whole and was parucularly 
rapid by Asian standards It also represented a marked 
acceleration from the 4 per coil per annum growth rate 
achieved dunng the period the First Plan Real income 
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grew &Iighily less than gross domestic product since the steady 
decline m rubber prices more Uian olTsel the sharp nse in 
the price of tin whilst import prices remained relatively stable 
Despite continued population increase over the period, 
however, per capita real income showed an annual growth 
of over 2 per cent 

Tlie sinking cliaractcrutic of the performance of the economy 
m the 1961-65 penod, according to the review published 
as part of the First Mala>'ua Plan,** was tiiat, in contrast 
with other penods of expansion m recent liistor>, rapid growth 
occurred despite a stagnant level of export earnings and a 

TAaiA IS 

rEKt»t,UVK MALAYA—DoMmiC PjtODl'CTION At PUOXTACt OF 

Total CoNSimmos, StLtcrxo iKOL-snuAL Pkoolcts, I960 amo 1965 
im >965 

Cgareuei (i> 90 

Manufsclured Tobacco 69 7S 

Oucutu 9i I0$* 

Soap 106* 120* 

Oic^c Inner Tubes 97 125* 

Cooeni 89 108* 

• Net esponer 

Sewtt Full S>IaU>sij Flan. 

slugguh rate of expansion m export volumes The impetus 
for die expansion of output was a rapid nse of domesue demand 
characterized by a significant sl^ m the composiuon of 
output away from producuon for export and towards production 
for the domestic market In large part this shiA could be traced 
to the rapid nse in domestic investment between 1960 and 1965 
This occurred m both the pnvate and the public sectors, the 
dynamic components of pnvate investment being non 
residential construction, and investment m manufactunng 
forestry, transport, commerce and other service uidustnes 
In part the growth of pnvate investment was a reacuon to 
the increased need for plant and equipment to keep pace 
with the general growth of the economy over the period 
but it also reflected the considerable investment undertaken 
m the process of import subsUtution (see Table 18) 
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Employment dunng the penod of the Second Flan increased 
at approximately the planned rate although the distnbution of 
employment turned out to he somei^hat diflcrcnt irom that 
projected m 1960 (see Table 19) Unemployment remained at 
6 per cent of the labour ibree, however, and a high proportion 
of young urban wotlccn remained in tliat group 
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During the course of the Second Five Year Flan, m 1965, the 
Federation of MaZaya was joined politically with Singapore and 
with the British Borneo states of Sarawak and North Borneo 
(Sabah) to form the nevr federal nation known as the Federation 
of Malaysia Apart from the new federal hnk with the Borneo 
temtones, which, as a consequence of their lower level of 
development tlian peiuosuJar Malaya in most sectors, soaal, 
pobucal and economic, promised to be an addmonal respons* 
ibility for the more devdoped West Malaysia," the major 
factor likely to have been of considerable significance to the 

* Ai (he former Federation of Malays was now termed, see defuuttons 
appecdtrl 
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economy and to the economic geography of the former 
federation was tU political lotegration with Siogapore In 
1963, the Intemauonai BanL for Reconstruction and De\eIop- 
ment submitted a report on the economic aspects of Malaysia 
(the Rueff Report)** m which it stated its convicuon of the 
advantages of a Mala>7ian Common Market for industnahza 
tion, which sector it believed would in the long run benefit most 
from the pohtical merger A rather diiTcrcnt pomt of view vsas 
expressed in 1965 by E L Whedwnght**Hho,argumgmtenns 
of cumulative advantage, claimed that the equalization of 
industnaJ incentives throughout Malay'sia (recommended by 
the Rueff Report) would lead to a concentration of industnal 
enterprise in Singapore at the expense of the rest of hfalaj’sia 
In the event, the withdrawal of Singapore from the federation in 
1965 occurred too soon for either forecast to have proved itsclfi 
and, although the separation vvas to create potential economic 
problems for Singapore (see below), the situation with regard 
to industnal development problems in peiunsuJar Malaya 
remained basically what it had been before 1963 

The Second Five Year Plan was followed by the First 
Malaysia Plan, 1966-70,** which included the Borneo ter 
ntones as well as West Malaysia lake the previous plans the 
First Malaysia Flan consisted of a programme of public invest 
ment for the five year penod and an outline of pobaes to be 
followed to help the private sector make its assigned contnbu 
Uon to development’ *• The plan was also formulated as the 
First phase of a 20-ycar PerspecUve Plan which laid out, in 
general terms a senes of essential goals for the future Specific 
goals relating to per capita income growth full employment, 
income redistnbution, social and community services economic 
infrastructure, and population and family planning were set as 
targets to be reached by 1985 The need for economic diversi 
fication was re iterated as a basic principle of the development 
strategy for those long term objectives and the role of mdus 
tnabzanon was agam stressed 

Calculations made in connection with the plan suggested 
that national output would rise at an average atmual rate of 
about 5 per cent and that since it was anUcipated that the out 
put of all export commodities oombuied would nse at only 2 
per cent, it was concluded that over all growth would be 
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heavily dependent on mcreaies in production (or the local 
market It nas expected that the highest growth rates of 
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physical production would be achieved by manufactunng, 
rubber planting, construction and some service mdustnes The 
creation of nearly 380,000 new jobs was anticipated in West 
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Malaysia if the outline growth targets (see Table 20) were 
achieved, of which 36,000 would be in manufacturing The 
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achievement of the employment target would bring about a fall 
m the rate of unemployment from the estimated 6 0 per cent to 
5 2 percent, by 1970 

Between I960 and 1965 the contribution of the manufaciunng 
sector to gross domestic product at constant lactor cost in West 
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Malaysia rose from 8 7 per cent to 10 8 per cent As indicated 
m Table 20A, the First Malayaa Plan uicoi^orated a tai^ct 
rateofmcrcasemmanufactimngoutputoflOpercent pa o%cr 
the plan penod In general, the role of government remained, 
as before, die promotion and facilitation of industnal growth 
by means of the maintenance of a sound and stable finanaal 
and monetary climate, the encouragement of pnvatc savings 
for investment, the provision of favourable mccntivcs for 
pnvatc industnal investment, the continued development of 
the infrastructure of the economy, the development of the 
educational system to provide appropriately quaLUcd man* 
power, and the encouragement of broadly-based partiapation 
m industnal development This last point concerned a 
deliberate attempt by means of the Majlu Amanah Ra’ayat 
(MARA)* and the Bank Bumipuiraf to assist the Malay com- 
mumtyto partiapalc more effectively in mdustnal development 
Planned expenditure on the infrastructure was concerned 
particularly with transport thcibues and with electnaty and 
water supply The road development plan, which was allocated 
the lion’s share of planned expenditure on transport facilities, 
aimed to extend commumcatioo roads, so that important 
populauon centres m the north cast and in the central west 
coast areas would have more direct access to important com 
mcraal centres, as well as to improve cusung trunk roads and 
to develop or to extend rural roads where necessary The 
biggest single new road construction project was the Northern 
East-West Highway coruiecUng Kota Bharu and Butterwonh 
via Gnit Thu route, when completed during the Second 
Malaysia Plan, w ill Unk the most densely populated area on the 
east coast ofhlalaya with (he major market and industnal areas 
of Penang and Perak. Its significance is more fully discussed in 
Chapter 6 Expenditure on railways was mainly to continue 
Uie dicschzauon programme, and for the compIcUon of the 
extension from Prai across the Prai River estuary to Butter- 
worth The new deep water berths at Bulterworth, new berths 
* AJihough govenunenl policy a to leate indiutrul development to 

ft? prtt Jic »ecwr <a nceptum lo tlw rule ««ble» lo some of the jcUMl « of 
MARA (lit. People > Trutl Board) In eeruin tircumsUncci uid to achieve 
pari cuJar cbjectivei AtAitA ouNahea end eonuol* — by juclT or jointly wth 
private iniotor* — induttnal vennira which meet predetermined criteria. 

t Bum puua— »OR, of jheaoiJ— reesalltnn ranplo>-cd a» a lyncmyTOfor the 

Malay community 
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m Uic old port area of Port SMcUcnham, and land reclamation 
and new berth construction at Kortit KJang Struts accounted 
for the bulk of the rmnncial allocation for pert dc\ clopment In 
mid 1967 a Mala>sian IramportSurvcywas commenced iMth 
the asiisiancc of tlie United N'aliom Development Programme 
and the IVorld Sank to ouure tliedev clopment of a co-ordinated 
transport system that will serve national objectives over the 
long term 

Wicrcas between 1955 and 1965 the demand lor eiccinaty 
had been dominated by the un mining industry, and in 1965 
industrial users consumed only 16 2 per cent of the total 
power supplied, industnal expansion was expected to con 
tribute substantially to die growiii of power demand dunng 
die First Malaysia Plan pen^, »wlh major demands expected 
in die Kuala Lumpur-Port Swcuenham and the Butterwonh 
areas EIcctnciiy generation projects included m the plan were 
therefore for new thermal stauons at Praj and Port Diclson, 
for extensions to the Joborc Bahru thermal station and for 
hydro-etecinc schema at Batang Padang, Bcniong, Raub and 
the Upper Perak River A sum of $137 milbon was allocated 
to tratumLUton and dutnbuuon faciliua opcaahy to the 
creauon of an cfTiacnt and flexible Waiem ^c^vork system 
that linked Alor Star (Kcdali) to Kluang (central Johore) 
m one national gnd by 1967 A mid term review of the Fust 
Malaysia Plan, to cover the period 1966-68, was published 
jn 1969 ** It reported that, by contrast with expectations and 
with the expcncncc of the preceding five years the primary 
source of grow thin the volume of output for diepenod 1966-68 
was production for export which had grown at 7 6 per cent 
p a , over five tima the projected rate, vvhibt production for 
domestic use had grown at only 5 8 per cent p a , compared 
with the plans projection of S per cent pa In terms of 
prices, however, export receipts had mereased by only 1 4 
per cent p a whilst the value of production for domestic use 
had grown at the planned 8 per cent p a 

Manufacturing recorded a high 10 7 per cent p a , growth 
rate between 1965 and 1967 as import substitution activities 
continued and as e/Torls to export manufactured goods m 
temified Nevertheless, growth was slower than it had been 
dunng the previous five years, owing parucularly to a general 
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slack m tlie economy m 1967 and early 1968 as die result 
of low rubber pnccs — a circumstance that served as a reminder 
of the continuing significance of the rubber industry to the 
whole economy By 1967, manu&ctunng was accountmg for 
over 1 1 per cent of the gross domestic product 

One of the most disappointing aspects of the trend of the 
economy up to 1967 had been its failure significanUy to 
cope with the unemployment problem The availability of 
more precise indicators Since the Plan was pubhshed suggested 
that unemployment had been higher m 1965 than previously 
believed (see footnote to table 19, p 157) and that there was 
hide chance that die employment growth rate projected in 
the Flan had been achieved by 1967 The growth in output 
of the manufacturing sector bad been assoaated more with 
enhanced productivity than with increased employment of 
labour and a famUiar problem was beginning to emerge, 
namely that the efTiciency of industry, necessary if it was to 
make a real contnbutioa to die we^ih of tbe nation and 
to succeed in the mcreasmgly important export markets, 
was less likely to be achieved by the large scale employ- 
ment of labour than by the use of more sophisticated pro- 
duction and management techiuques 11,000 new jobs had 
been created m industry between 1965 and 1967, but if the 
1970 Flan target vvas to be fulfilled, a further 25,000 were 
needed 

Dunng the course of the First Malaysia Plan, government 
b^an actempcs Co co-ordinate industnal development more 
on a national scale than previously had been Uie case In 
1967, there was established the Fcdei^ Industnal Development 
Autlionty (FIDA), the pnnapal function of which was to 
co-ordinate and strengthen the country’s industnal develop 
meat programme and to share, with the national Economic 
Planning Unit, the over all approach to industnal growth 
Despite the continuaUon of a generally free market economy, 
the FIDA IS to give greater attcntioa to the development of 
investment incentives speafically designed to assist firms 
and industnes that are labour intensive, that utihzc domestic 
raw matcnals (cspeaally agncuUuial raw matenals), that 
manufacture capita or intcnncdiate goods for which extensive 
markets already exist or are in prospect, or that manufacture 



iG4 trade and developuent in malava 

for export. The 1968 Investment IncenUves Act extendrf Ac 

mnxii^m penod of lax tcheffor a proncer 

to eight year, d it prodoeed a ptionty product 

a speedied amount oflocal material rn tu 

significant from a geographical point of sien, if it 

m a designated deselopment area. The Act also 

credit to non pioneer firms sshicli met the same > 

and provided certain export incenuses .ndusmal 

A more crMitdinated pohey wlh regard to ■“diismn 
estate development was envnaged. with 
tile states (the appropnate autliontics for such dev p 
i!,r tiS csmhhshLnt of addiuonal ““ S 

provided only after projccu have been gigged 

feasihany studies Eight mdustnal estates had been 
in West Malaysia by 1968— at Petaling Jaja and Balu lig 
(Selangor). Mak Mandin (Penang). 

(Perak), Senawang (Negn SembJan), Larlm 

aoTori -and four Lr. were '■"'I'' JS^v'S 

at Prat and Bayan Lepas (Penang). 

Tanah Puteh (Paliang) Only some 36 per “L*™ “ 
avaUable area had been occupied, and the 
commented that several of the mdustnal j 

been launched %»iih tmuffiaent regard lo probable dem 
for the faoliuca provided ** , , i 

Public development expcndilurc for indusmJ y 

revued upwards for the last two years of the 
to increase the onginally planned total of $114 5 m 
$133 9 milbon for the five years The major part 
mcreased expenditure was allocated to MARA and 
industrial estates j,rtal.en 

A major new development m nauonal planning 
in the latter stages of the First Malaysia _ 

parauon of comprehensive area development plans bas 
surveys of available resources and needs Preparauons 
the Penang Master Plan were well advanced in 1968 and 
studies of Pahang, Tren^anu, Johore and Malacca (as we 
of Sarawak m East Malaysia) were planned to commence 
1969-70 The influence of such regional development p a 
on the location of all economic activity, not merely of manu 
facturmg, could be considerable m the m e di um and long term 
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The ^alur« & Location oj Indutbtd Dfulopvunt 
in Peninsular Malaja 

it has already been observed (see p 150) that the majority 
of the Federation of Malaya’s secondary industries in the 
late 19403 and tlie 1950s, as in pre war yean, were assoaated 
directly or indirectly wlh the country’s position as a primary 
producer and trader, and usually consisted of activities for 
which there was some advantage of locauon in relation to the 
services that they pro«ded Table Id (p 149), which tabulates 
the number of workers m secondary industries m 1947, indicates 
a marked emphasis on processing industnes, the manuiacture 
of food, dni^ and tobacco, cnguicenng activities oriented 
towards the repair and maintenance of transport equipment 
and a vanety of other manufacturing of a universally localized 
type The expansion of maou/actunng acuvity into a more 
diversified field, tvhich was necessary if industnal growth 
was to Qukea sigruficant contnbutioa to the national economy, 
ivas likely to involve competition with the products of the 
industnal pow en of Europe, Amena and Japan Consequently 
those goo^ that were most likely to be able successfully to 
survise such competition were clearly the ones on which 
attention was focused The International Bank Report of 
1955 considered that Malayan industrial development in 
the future as in the past, needed to take the form of fairly 
small advances along a very wide front, chiefly for the home 
market and for ncighbounng export markets and tliat, m 
that context, the outlook was reasonably promismg ** An 
analysis of tlie industries that have been established on the 
major mduslnal estates indicates that considerable develop 
ment of such import substitution activities has certainly 
occurred 

It must be cmplmsuni that industnal development in 
Ma]a>a has taken place wtthm a free enterpnse economy, 
Within which, to date, the govenunenl has seen its role, on 
the whole, as one of establishing and mamtaming a poliucal 
and iinanaal atmosphere conducive to the ailraction of 
private capital as well as of providing the necessary mfrastruc* 
ture of transport and communications faabties, and of power 
and water supply There is no direct government mvestment 



l66 TRADE AND DEVELOPMENT IN MALAYA 
in industry (except in Maiayawata Steel, see below) and the 
granting of pioneer status or of tonfl* protection, v>hicb may 
be seen as favouring particular types of industry, becoma 
cfiective only when applicauons for such favourable treatment 

TAetK22 

Max Manoim iMiufTKiAL EcTAn (Pu(ano)-> 
CuusncATiON ar Factory Lots as at end or 1967 

DimmCoJ* Atalajait InJeOnai Clturfiulu’fi* efLeU 

30 Food and fodder manufacturing indiuuus iO 

33 ManuEacture of textile, rope, twine and neu 6 

34 ^fanuOc(ure of Ibotwcar, other wearing t 

apparel and mad^p tattle good* 

37 ManuEicture of paper product* 3 

40 hlanulacture of rubber produce* I 

41 Manuficture of chenucal* and chanical f 

producu 

44 Bjutc >"■» >*> (oduttnes ^ 

45 Manufacture of metal product* except 4 

macbia^ry and traaiport producu 

46 General enguiecnng tncluding manufacture I 

of suchioery and tnxupon equipDUsI 

4S Manufacture and repair of elettneal nacbin* 1 

cry and appliances 

8 Transport, itorage and communicauon 5 

rOTAL M 

• Ttu* clasuTicattoii generally follow* the Roved iDtenauaoal Standanl 
InduiDial Claaulicaiun of AU rrnnomMT Activsues ocrpl tiiat (he &{*l*}*>an 
(yslcm ha* a (Cparate diwioa to include botb the agncultunl and manufocTunsg 
operations connected with the major agncultml eropi which, by neecsicy or 
cuilotn. are generally processed to tome extent but where there is no consiite^ 
as to whether this ptocessmg is done by the agricultural eslablubmcDl or by a 
sepajate establuhmcni under diiTerail owsoth p and at a ddforenl location. 

are made, these decisions cannot be responsible for 
parucular developments Neither the federal nor the individual 
state government has the power to direct mdustxy to particular 
areas, though the choice of locations for industrial estates 
IS a state matter, and the federal government may designate 
certain districts as 'development areas’ within which pioneer 
status can be extended for up to three years longer than is 
generally possible elsewhere (seep 152) 

Stimidated by the pioneer industry policy and by die 
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i^TAUNO Java Iwcumtuz. EtTAn (SziMioon ) — 
CiAsmcATioN or Factoky Lotj as at end or 19$$ 


Stclim cr 

Duvwi Codt Afeleyiten /no'iu&W CUss^taiion 


JVo of JVe ^Pionttr 
tt>U Estab(uhimnis 


30 

31 

32 

33 

34 

35 

36 

37 

38 

40 

4t 

43 

44 
43 

46 

43 

49 

5 

6 

7 

8 

9 


Food and fodder mamdacuinog 30 

mdiutnes 

Beware lodiutnei 5 

Tobacco manufactures 5 

Afanufacture of textile, tope, twine 3 

and nets 

Manufacture of fboiweaj', oiber J 

wearing apparel and made-up 
textile goods 

^Ianulaeture of wood, except fumi- 1 3 

ture and wooden dogs 
Manu£>«ture of funuiure and Bx- }J 

cures 

Manufacture of paper products 3 

Pnnung and pubbshiog and alLed 14 

indusines 

Afaou/accureofrubberproduccs 8 

^tanufaeture of cheaaucals and 29 

cbenucad products 

NlanuTacture of non mclaUK nun- 19 

eral products 

Basic metal mdustms 9 

^{anufacture of metal products I4 

except machinery and transport 
products 

Cenera] enginrenog induding 32 

manufacture of machinery and 
transport c^uipmenl 

Maoufaclureandrepairorelecincal IJ 

machinery and s{^4iancet 
hlucellaneous manu&ctures 1 

Building and coiulmction 4 

Electnaly, gas and water 4 

Ctunmerre 4 

Transport, storage and commum- 7 

Services 13 

Unclassi&ed (insuiSoeiil data) 22 

TOTAi 264 


5 


1 

16 

5 
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comtnicuon of uidusmal csutcs, 

guarantee of the pravuion of esMDBal sem . 

mtcndmg mdusmalnt an ,J ,5 of land 

not altraya avajablc m the ^./^Taemanes 

tenure), pnvate mvesonent profiabdity and 

that have held out prorme of fairly lApw pro ^ 

to locauons economically favoured . ^ have been 

a classdieauon “f ibe mdmmea w vrta^ 

allocated on the Petahng Jay e_.,us fa,! to give any 
Although mere numbers of establ^mu ^ 

reahsuo assessment of the contnhuUon of ea* g^P 
economy m terms of labour “’P’'»5i “ ;SS.^tov;iueh 
ubles do dlustrate the broad ^e^of “““f“^|facturmg 
investment has been attracted The types Mm 
favoured by pioneer status also bemme app^ aonstderable 
As might reasonably Im ?“'taccr mdustnes 

Ir9'pTcen^^fl=-;I=?-"-•md*eI 

Nooceable, hovrever, espea^y at Ao%hemicals 

telanvely large numben of mdusmes “ m 

and chemical products drvnsions ^j^lupment 

the metal, machinery, '” 6 m "™5 and electncM ^ P 
divisions (divasions 44, 45, «, 48) coneemed 

particularly numerous m the former divisions, pjals, 

mth the manufacture of pamtsand varnishes phann 

cosmenc and toiletry products. plasDc and tubb" S<»“ ^ 
includmg Malaya's largest tyro factory opmrf ^ 

Divisions 44, 45, 46 and 48 mdustnm at Tet^g Ja> 
have a number operaung under pionero 
includmg the manufacture of bolts and ,Amon 

cables, metal contamers, air condmoning plant, ^ 

• About 75 per coU. of the optui 

in bai beai foreien. «t» pmuapnl tourcis beang br»^ 

J.^^g Ktmg »nd Tniwun. In . twmbe* ofodo 

of modi are now being produced tn Johnson & 

e e^mlop tyits and rubber goods. BejlCTem ‘-°^“’3?J^_ouTanoii. a“^ 
l^iBSrLocil capital IS raised Irom n broad ipectrum of the populaDon. 
iharc uiuea are rapidly taken up locally 
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rccmcn, b^ttenes, bmps and tuba. Included m this cate* 
Sor>, too, though not pioneer, are a number of motor aiscmh]}' 
vnirhs. 

An mtcratmg comparuon that emerges between the 



VVnt \t^)s.A~>Iadinm4l l:juir« 

induitiial diviMoi r«i 'oerwd at rcUlu; J4)a and thf*e 
at Mah Ma'uh.i is the mach iu^hcr propcttioa cd* food and 
bcvtr3,,c a’xl of icaulc and «*cafir£ appaxe) mdaiUies cfl the 
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Penang estate, and the far smaller proportion of chenucal 
and related products and of labneated metal products This 
would appear to be related to the smaller national market 
for these more sophisticated manufactures (many of which it 
has been noted are produced at Petalmg Jaya under pioneer 
certificates) and their consequent preference for location near 
the major market of central Malaya * 

The Significance of the established centres of population 
of the west coast states for the location of the industrial estates 
is very marked (Figure 15) Not only arc the existing faahties 
of these centres available to serve (he estates but the increasing 
urbanization of the Malayan population that has been apparent 
since at least 1921, but which was parucularly great between 
1947 and 1957, makes (he mam towns and cities the country’s 
principal markets and sources of labour, especially young 
labour, seeking employment Tlie largest concentrations of 
population are cleariy in Selangor and Penang (see Table 24), 
m which states the country’s two laigcst cities, Kuala Lumpur 
and Georgetown, are located, follow^ by Perak and Malacca 
The marked preference of industry Cor location m Selangor, 
parucularly at Petalmg Jaya and Batu Tiga, reflects the 
choice of the most economic locauon by concerns whose 
activiUes are less influenced by raw material sources than by 
tlie availability of a readily accessible market and an adaptable 
and increasingly skilled labour force The resultmg concenira 
Uon of industry in tbe mam urban centres of Malaya may be 
enuazed on tlie grounds that the economic gulf between the 
already more developed urban areas and the backward areas, 
particularly of the east coast, will become wider and that, 
since there is already a high degree of correlatioo between 
economic status and ethnic group, the country’s soaal and 
pohtical difficulties will be exacerbated It may well be 
argued, however, that in a situation where concessions and 
stimuli are necessary to initiate industnol devdopment in 
the fint place, a policy seeking to encourage such developments 
in oUier than the most economic locations would add an 
additional unwarranted burden to manufacturing Other 
pohaes than direcung manufacturing industry to the back* 
ward rural areas would seem preferable as means of tacUing 
* Sn oftndminai cencoitiaitaa a allempled m appendix 2 
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their economic and social problems It is mteresung to note 
that the one industrial estate planned for the east 
Malaya is proposed for Kuanun, a town of over 
people only 150 miles from Kuala Lumpur, wth which a 
dir«t road hnh exisu The criticism of unco^rdmat^ 
mdustnal estate development voiced by the Mid term 
of the First Malaysia Plan (sec p IM) and the relaUve y 
limited success of some of the estates (notably some ot those 
located m Perak and Ncgn Sembilan) suggests, 
that m some states enthusiasm for mdustnal estate dev 
ment as a panacea for cconoimc problems has outrun econo 

Although a considerable propomon of pcnmsular 
recent mdustnal development has taken place on the 
estates, It would be wrong to conclude that all new ^ 
ments have been confined to them or mdeed t^l mos 
been pioneer Apart from the special case of the ^ 
steel works and od rcfinencs (discussed in more detail below; 
a number of large cstabbshmenu have been located m 
and Selangor other than on the mdustnal estates, an 
of the rcsponsibdiucs of MARA is the encouragement 01 
small scale mdustnal enlerpnses m rural areas 

In Penang, for example, a sugar refinery and PP 

works have been constructed on the south bank of the 
nver, adjacent to, though not as part of, the Prai 
esute (Figure 19), and at Klang, near Port Swettenham 
(Figure 27), Malaya s third tm smellmg works was openea 
in 1964 "rim smelter, operated by a joint Japanese Malaysi 
company, Onental Tm Smelters Ltd , began produt^g ^ 
rate of 500 tons per month, and 10 1969 had reache 
tons with plans announced to further mcrcase capacity 
over 1000 tons per month At the end of 1969, however, 
operations at the plant were suspended indefinitely owing to a 
doubtful abihty to mamtain sufficient produenon for ccononu^ 
operauon, m some ways a not surpnsmg development in viev 
of the considerable recent mcrcase m tm smelting capaoty 
in South east Asia ** The reasons behmd the estabhshmen 
of the new smelter were a hide obscure, but may have been 
related to Japan s desire to safeguard her raw material supphe* 
by having some control over their production. The smelter 
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was supplying about 500 tons of tin mcul per month to Japan** 
before its closure. 

There u evidence to suggest that, in the middle and late 
1960s, peninsular Malaya was approadung Uie end of its 
import-subsutuUon phase of industnalization and was seeking 
to move into the second, and more diflficult, phase ofindustnal 
growth — ic into industncs the «alc of vvhosc operations 
are too great to operate ciScicndy to serve a home market of 
only ten million people and whidi Uicrefore must seek export 
opemngs, and into basic industries to replace the imports of, 
for example, steel that have been demanded in increasing 
quantities by the secondary industries. 

A number of major new projects implemented by 1965 — 
mduding tliree cement lactones, two oil rclincncs, a tyre 
factory, a agarctle factory, a sugar refinery and an alumimum 
roUing mill^bad sul&aent capacity lo provide for an cx> 
portable surplus alter satisfying domestic demand,** and 
betweeen 19^ and 1966 the value of capital and intermediate 
goods production appeared to be nsing as fast as the production 
of consumer goods Tim was mterpreted by tlie Mid term 
Aeview of the First Malaysia Man as indicating that the 
nation's industnalaauoo was bung bvsed not solely on import 
substitution within the consumer goods area but on a wide 
range of manufactunng activiUcs, including production for 
export** Table 13 (p iS6) shows peninsular Malaya as a 
net exporter of biscuits, soap, bicycle mner tubes and cement 
by 1965, and it was reported m 1969 that Uie country was 
viftutlly sclfsuffiaent m the local assembly of tnotor-cyda 
and motor-scooters** Govxnuncnt policy, as stated in 1969, 
that will permit the retention of 51 per cent or more of the 
equity in new industnal projccu in Malaysia by foreign 
mv-cston only if the projects are export-onented, can duperne 
Willi tanir protection, arc highly labour inieiBivc or mm 
out products with a large content of local raw maicnals, 
IS indicative of tfic recognition of the decline m relative 
importance of import substitution acuviucs. 

n>c first of a group of newly established, highly capitalized 
basic industncs to be established in peninsular Malaya v«ere 
two petroleum rclincncs at Port Dickson on the coast of 
Negrt Scmbthin, operated by Esio Standard and by Slidl. 
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The aiailabilily of deep o-atcr for Uie bcnhmg oftaolOT « a 
sue reasonably central to the pnncjpal West 
market fas cured Port Dickson as a locauort for the tetoma 
Smec cstablrshment, capaaty has been tnereased and uitte 
arc plans for further espansron Dramng enrde bom toe 
Middle East, the Port DicLson rcfinencs produce a rang 
of petroleum fracuoru, from liquefied petroleum 
asphalt, \%hidi arc marketed in West MaJa>-«a, Sing^^rc 
East Malaraa One majorconsumer u the NaUonal Jj 

Board’s large thermal pouersuuon at Port Dickson Assocated 
wih the Esso Standard refinery u an ammonia plant, 
completed m late 1966 . 

The Esso Standard refinery and ammonia plant 
represent a capital imcstment exceeding $72 imlUon 
refinery alone cmplo>-s over 200 people, and its output mccu 
more than half Malaj-sia’sdomcsuc requiremenufor petroieuro 

producu Esso Standard operated miually under a 
pioneer ccruficate The coostrucuon of the „ „ 

Port Dickson, and the subsequent locauon of Uie 
$91 million thermal power stauon almost alongside, “"“j. . 
Negn SembUan coast the nauon’s pnnopal centre 
and power production In eonjuncuen with 
industrial development at Sereoiban, to which me P° .. 
connected by what v^as the Sungei Ujong railway (see p >) 
the Scrcroban Port Dickson axis may be viewed as an cm O 
third industnal region in West Malaj-sia rmennor 

Although neiihcr the Draft Development Plan of 191w 
the International Bank report of 1955 considered cav 
industry a likely development m Malaya, mainly on the 
of an absence of coking coal, discussions were takin g P"*"® ^ 
I960 on plans for the establishment of a steel mill m r 

NegoDaUons were undertaken with the Yawata Steel 
Japan and, in 1967, a joint Malayan Japanese iron and s c 
works, Mala^awata Steel Ltd, w-as opened at Prai— 
integrated iron and sted plant in South-east Asia. The si 
at Prai was selected on the grounds of ready accessibility 
raw matenals, to the growing secondary mdustnes of 
worth, which would be amongst the nulls customers, and o 
transport faahtics and Dde-watcr An adequate water suppO* 
utilizing sea water from the Prai River estuary wherever 
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possible, Nvas a further advantage of the site Ma]aya»ata 
draws its iron ore, a high grade haematite, from deposits in 
Kedah and Perak, ferro-alloys Iroin India and Japan, its 
limestone fiux from Ipoh, and makes use of choral fuel 
The charcoal, of high quality, u prepared from rubber tree 
vsood (available as a consequence of rubber replanting 
operations) at seven 'kiln centres* located in Penang, Pcral and 
Kedah. If and when this supply of rubber wood u exhausted, 
there are plans to make use of jungle Umber 
In 1969, Mala>awata emplo)cd nearly one lliousand people 
at the stedworks, many of them with skills in handhng sted 
acquired over many yean* experience m the slup repair yards 
and rdated cmploymenL The blast furnace was produang 
about 200 tons of pig iron per day and Uie rolling mill turning 
out 5,000 to 7,000 tons of finished products per month, mainly 
round bars and angled ban Plans exist for a second blast 
furnace by 1971 and for expansion into a wider range of rolling 
mill products such as wire rods. In its early years of establish* 
mem and growth, Mala)avvata Steel has been granted vanoui 
incentives and protection It has been grant^ the full live* 
year period of pioneer status with Ute situation then subject 
to review, tanif prolecUon on cast pig iron, round ban, 
wire rods, Hat ban and angle ban, ingots and billets, whilst 
quotas on imports have also been imposed The company 
was facing compcUUon in its rolled products from rolling mills 
m Kuala Lumpur, wluch were working with imported steel 
billets, and the degree of preferential treatment given to 
MalayawaU u some indteauon of the problems facing the 
establishment of basic industry m Malaya 

In 1968, the ^ksian Industnal Oevxlopmcnt Commission of 
EChVFE recommended that (he Mala)awaia plant should be 
expanded to form the nucleus of a large steelworks with a 
broad range of products, including Un plate Malaysia Gold 
and Tin Dredging Ltd , anotlier joint Malaysian Japanese 
venture, began comtnicuon of a un plate works, adjacent to 
Malayawata Steel, m 1970, wiilt the cxpectauon of com* 
munonmg by tlie end of 1972 with an annual output of 
500,000 tons Malayawata will provide imp steel for the 
plant which will operate with United States and llnush 
tcehmcal ouuiancc. 
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ThE cCDCcntiRUon of mdustnoJ aoMty m 
dcscnbcd as U.e trEdiuoDally Eoouicd cMDomc crau 
Malaya and the relauvdy doappoiDUng , 

Diannfactunng, so far, m rcducoig to leUed 

rate despite m success in other regards base 
cogent Tho planning of mduilnal 
furllicr import subsutouon acuviuca m '°“lioi“ to 
mberenUy uneconomic, Uiough Ucly 10 
menu, M nnbbcly to prove to ^11 elfccuvc of 

baiung unemployment m rural and smaller ^egmir 
and emphaais on agncullural development P ,j 7 ,f 
and on small scale mdustiy seeim most EPP™P"“ 

Majlu Amanah Ra’ayat (bIMlA) “ ^l^umde 

with handhng to problems assembly 

to major urbanfoctises •Backyard mdnsti.es to , 

or allied work to to vaBages o one ‘“85“'^ ^Zof 
which might dmemmate industnal type 
timiua mote widely but which would ^’^ja.ues 

areas withm teach of major industnal and ‘ 

Improvements m to inlrastnictute, ‘•o"''"’ 
by projects such as the east-west highway, could g-able 
the cotnpeuuvcness of currently remote ar^ .ynnment 
them to paruapate economically in industnal dc%elop 

The Changing Econamu Geograpkj of Singapore note 1950 
Singapore’s econonuc problems in the >c^ ^°„mrnon 
the end of the Second World AVar ha\ e had much m 
with those of peninsular Mala)'a, including the need 
employment for a rapidly growmg labour force in a pm 
situauon of very chimged pohlical and economic wn 
There were, however, very significant difference tn ^ 
the need for economic readjustment and fthe 

more essential for the survival of Smgapore than for tha 
peninsula. Thee difierence wee the consequence o 
pore’s position as a semi and then fully mdependent city ^ 
with no raw matenals, apart &om the skills and 
its population, and with a traditional emphasis on entrepv 
trade r 

As m peninsular Malaya, thee was a rapid recovery 
foundations of the economy to the immediately pr^ 
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Situation Singapore harbour had been bombed but not 
damaged to any great extent, though it tvas blocked by WTCcks 
and debns and had not been dredged dunng the years of 
occupauon, and despite problems of manning, slow turn rounds 
m many of the smaller ports of South east Asia and steadily 
increasing running expenses, shipping companies were able to 
revive the trade of Uie port. The chairman of the Straits 
Steamship Company, whose business had been an essential part 
of Singapore s economic life since 1890, claimed in 1947, for 
example, that 

despite the severe losses incurred during the war and the 
senous handicaps imposed upon ah commercial enterpnses 
since the war, we have regained, with extra ordmary 
rapidity, a posiuon closely approximating our pre war 
standing 

There was, ho\v«vcr, very httle prospect that Singapore 
would be able to revert to the economic pattern of pre war 
years Most authors who touch on the economy of Singapore 
attnbute tiie ports phenomenal growth and commercial 
prosperity to its combination offocation and free port tradition 
C. A. Fisher says Singapore s 

superb geographical posiuon and its commodious and 
sheltered anchorage, combined with the enlightened free* 
port system introduced by Raffles, enabled it within a few 
years to become the greatest entrepot in the whole of South 
east Asia,** 

whilst N S Ginsburg states 

what has kept Singapore the largest port in South east 
Asia IS its status as a Irec port and lU strategic location 
at the western entrance to die South China Sea and the 
Pacific Ocean basin 

Singapore’s locapon and free port status were most ad 
vaatageous, as Chapter 3 indicated, when it was able freely 
to act as an entrepot and when it was able, almost umquely, 
to provide commeraal and finanaal services for a very wide 
area of South east Asia As early as tlie 18703, Singapore 
was losing trade with the French and Dutch-controlled 
temtones of the region but was compensated for this loss 
by the very considerable economic development of its Malayan 
bmteriand Singapore s freedom to trade was further restneted 
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by the ever-ughtemeg nauonal eon^ o'^r 
the dcptetaton years of the 1920. and 30s, and m 19.10 E H O 
Dobby nTote tliat it stood ‘as a free port to a hintnlMd 
world that restnct(ed) Uberty «f 

In the years following the Second World War, tr^ 
trade in its tradtnonal form was subject to 
threats bam the econoime nauonahsm that was 
South east Asia With the pohbeal stparatuin 
liom what became the Malayan Union m 1946 ^ „ 

non of Malaya m 194S, Mowed by the nabo^ ‘“f'S^Tos! 
of the latter temton- m 1957, Smgapore iaerf ‘>‘= 
of at least some of its trade bom what had been i ^ 

hinterland, as well as the sery considerable 
with Indonesia which resulted Oom that 
direct trading and by-passing of the ’‘‘’[f'^.'S™tim of 
The economic pohey that seas puisucd by the hedOTO 
Malaya alter uidependence, as discussed 'Other “ 
chapter, especially lU debberate attempts to promote inM^ 
isation by the use, inter aha, of P"*"'*'''. ?S„ea. 

the bee mosement of goods into the country by way of bmp 
pore, and the emergence of the Kuala Lumpur Port . 
ham axis as the pnmc lodusmal locus of the Federano grea 
mcrcascd the compcutise role of Fort Swettenham n 

This very apparent vveakeniDg of Smgaporcs tni 
economic funcUon was accompanied by a popuJatioa gto 
rate averaging 4 3 per cenL per annum that 
of people that the island had to support, from 947,tXXJ i 
to 1,446,000 in 1957, an increasing number of whom wer ^ 
the >oungcr end of the age range Furthermore, . pf 

pre-war years a proportion of the population consis ^ 

transients who could aqjccted to amve or depart „ 

prospenly attracted or depression repelled,* a large prop© 
of the post war populabon was lot^y Ixim and a 
of the remainder was permanenUy domiciled m 

and expected to find its mcansoflivclihood there An anal> 

of the economic charactensUcsof the population 

based on the 1967 census, indicated that about one half o 

population over ten years of age was economically activ 

• There were, tw riainple, net leaxt nt nuerant population in 1932 1933 and 
1940 and <nly a vxry snail net gain in 1933 ** 
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and that 72 per cent of this economically active population 
was employed in the tertiary sector * It was also apparent 
that the economically active population consisted largely 
ofjuvcmies and young adults (54 per cent were under 55 years 
of age and 75 per cent under 45), a situation Hath serious 
implications for the unemployment problem, since only a very 
sm^ proportion of the unemployed could expect to find work 
as a result of old persons retiring At the time of the census, 
5 per cent of the economically active population was reported 
as unemployed but it is almost certainly true that the census 
under*estimated the full extent of unemployment, especially 
amongst the illiterate section of the population 
It was becoming very apparent m the ]9S0s, to use the 
tvords of Allen and Doonithome,** that ‘the era nhich 
Raffles saw in long penpeclive was drawing to its close’ 
and that although Singapore was likely to remain an important 
entrepot, it was essential that it should develop alternative 
employment possibdiues In 1954, the Singapore Improvement 
Or^ance required the Singapore Improvement Trust to cany 
out a diagnostic survey of the use of land in the colony and 
to submit a report of the survey to the government, togcllier 
with a master plan The Master Flan** was published m 
1955 and was accompanied by a senes of study group and 
working party reports Tlie Industrial Resources Study Group 
concluded tlmt 


the expansion of manufactunng industry would m the 
long run be best for the Colony from all points of view 
The recommendations of this report are therefore directed 
mainly towards the development of this type of industry 
and if our recommcndatioru are put into encct, we consider 


* Compued wiili 47 per cent, la ibe U K 4S pa eeab ui Ausiralta, 22 m cent 
in Japan and 12 per cent, in Tliailaiul at approximately tlie tame period. ^p1o> 
tnent m the tertiary (eccor in Singapore in 1957 broke dorm a< /olloMr 


laduitiy 

Electricity gas water and sanitary servicea 
Camcoerce and finance 
Transport, stcirage and conunumcaiion 
rersonal icrvicea 
UcToice service* 


TOTAL 100.0 

Penons COWj 236-7 
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thatmDrcemployinentoppoi^tt«ivoiadtor.i=availabU 

than ifprcscnt trends lAHC allowed to continue. 

The Study Group’s recommendabons J 

government of certain taaaoon pnvdeges to lodmtr^ 
Lanon of an mdustnal finance “niorabon an^ “f “ 
mdustnal research and advisory orgamzanon. and 
establishment of industrial tatates 

The Study Groups conclusions were m 

reached byotherstudentsorSmgapore’seeonomyandprob^ 

such as D W Fryer who, tvnung of the grimt teapom “ 

Sol east Asia in^eneral m 1953, forecast that 

Uiat die great at.es’ brightest future bes m “ ““'f “ g 

range and pace of mdustnahzation As others baye po^^ 

out, however, reahsuc and ptacncal ptogramma of 

izauon could not alone solve Smga^re s problem 

needed a balanced programme of eipansion 

industry (and agriculture where dis* 

industnalizauon had to avoid being ofiset y 

loeauons in other sectors of the economy such as the end pv^ 

trade Trading Imhs, mdeed, needed to be 

order to mamtam and expand rnMkets both or 

exports fmm Singapore and also for the P^^^ 

new industries that became effiaent enough to oteax 

oveiseas markets *» assistance 

In 1960, the Singapore government sought the 
of a Umted ^aUon5 Industrial Survey Mission whic 
d.e aland m late 1960 and early 1961, and i” 
proposed a development plan for Smgaporc in , 

report (The ^VmscImu5 Report)” ^>as a guide to indus 
izaUon in Smgapore, providing both a general . 

potential mdustnal growth and specifically showing 
for the Creadon of factory space for 39,000 workers 

1961-65 10A1-A4** 

The State of Smgapore Development Plan for Ivo 
which ^vas extended until 1965, recognized both the 
importance of the entrepot trade and the need for emp 
industnalization to provide employment opportunities o 
growmg populaUon It was noted that the 1957 census 
shown that manufacturmg already gave employment to 
as many persoru as entrepot trade, if not more, and contn u 
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more to the national income Tlw empbasu, however, was on 
the familiar products of foodstuff, garments and footwear, 
wood products, paper products and printing and general 
engineering and electrical products As m peninsular Mala>a, 
an/ expansion of industrial development was bkely to involve 
a move into fields ofmanufactunng wbrre competition was to 
be expected from the csiahhshcd industrial powers whose 
goods traditionally had ready entry into tlie free port of 
Singapore 

Despite the island’s obvious lack of most raw matenals 
for industnal development and the problems oC competition 
that would have to be met if Singapore’s free port sutus 
was to be retained, and this was considered essential if the 
entrepot trade was to conuaue, prospects /or the expansion 
of manufacturing were generally go^ The high level of 
cducauon of the )Outhful populauon* and the training 
facilities that were being developed were aeating a labour 
force adaptable to any sigoiGc^t industnal development 
Many of the services and amenities created for servicing 
the entrepot trade— a very good port, financial imututions, 
good power and water supply and good communication 
services— could equally be ct^ed upon and expanded to serve 
manufacturing industry Smgaporc’s ceotraJ position and 
deep water anchorages gave the city considerable advantages 
as a location for industries which would need to depend on 
export markets ui the region and on imported raw roatena/s, 
wlubt the home market, though not large in numbers, 
had the highest per capita natloi^ income m southern Asia 
There was a considerable amount of local capital which could 
probably be clianncllcd into industnal development Such 
capital was largely accumulated as the result of trading 
activities, however, was accustomed to short penod nsks and 
quick profits, and was believed not easily adaptable to industnal 
investment without debberate measures of inducement by 
government 


• The genen) lilerkcy Mte tor the popubuon u a whole in 1957 wi» 523 
Per Ibouuiul. Theseno*) 1 lency olc&vpenQns IS yevt ofage uiu over hM 
Unproved corapard wilh earUer eeniuKi. The govetal hietncy f»te for th«e 
15 yean and over was 496 per thouiand la 1957 465 per thouaand in 1947 and 
36S per ihoiuand in 1931 The Unpraventol wai nainly tor Ouae with ages 
between IS and 44 1* 
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The mam objccuve of the Detelopment Plan, therefoie, 
ttas to expand the resources at the disposal of the Sovemm'mt 
and oUicr public authontics m such a vray that th^ «o 
contribute to increasmB employment opportumucs for *«e 
who would be entermg the labour market each year lUthoogn 
tlie plan presumed greater efforts on the part of the 6°' 
and pubhc aulhonues towards economic dev^pmimb 
effori were to be confined to limited fields The p an 
not envisage the gosemment becoming the muafor 
mdustnal dcvclopmMt or even the main 
prcncur It recognized that a very great deal of fuwe 
rnduilnaliaauon tvould have to be left to pnvate «tcrpns^ 
both local and foreign, and the government’s ^ 

create the condmons that would attract substanti p 
capital towards mdustnalizauon .„,u>\W 

A total sum of $871 02 million* was allotted im^ 
for development during the penod of the plan and apporttcmw 
to mam groups of projects as foUotrt 

{Million % 

Economic Development 507 9 5 58 32 

Soaal Development 349 88 **^<7 

Public Administration 13 19 1 


TOTAL 87102 100 00 

Over 66 per cent of the sum allocated to economic 
meat was for industry and commerce, and 23 per cen 
transport and communications The largest smgle item w 
$100 million, phased over the four years, for the 
Development Board which was to become the mstrum 
of the government s direct partiapation in mdustnal 
Table 25 illustrates the capital expenditure 

econonucdcvclopment for the penod of thefirst plan 196 

The Economic Development Board, established ^ 
statutory body m 1961, was based to some extent 
cxpenence gained by the Smgapore Industrial Promo 
Board, a small statutory orgamzabon that had been set up 


• Final cEpenditure £or the ateixled plan penod 1961-*S was $936 
62 3 per cent, of which was tar de> elopmmt. 36-1 po cent, lor 

dei-elopokenl and 1.6 per emh Csr public admuustraooa. 
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TOTAL ECONOMIC DEVELOPMENT 11904 
Snau SmeorSuig»pore Development Plan 1961^ TaUeSl 
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With a nominal capital of $1 million in 1957 but whose acUviDO 
had been limited to making small loans to a handM of smau 
industrial operators The Economic Development Boar was 



16 Singapore ledmtnal Estates 
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programinc of MidustnalizaiiOQ, to partiapate in indu$tnal 
projects planned by the Board or by pnvate enterprise by 
subscnbmg to their share capital, to undertalce the physicaJ 
development of industnal estates and to provide a mde range 
of services for potential and actual investors 

The maximum assistance that government could provide 
was reinforced by a vanety of bbcral incentives. These 
included tax exemption lor up to five years for companies 
declared pioneer, tax exemption on income mcreased as a 
result of addibonal investment in productive equipment, 
accelerated depreciation of productive equipment, tax ex 
emption on mterest on foreign loans, on royalties, fees etc , 
tariflf protection for selected industnes, duty free import of 
equipment and raw materials, preferential government buying 
of lolmi products and free repatriation of profits and capital 
The granting of tans' protection for selected industries was, 
of course, a major modificauon of the tradiuonol free port 
status of Singapore aod represents a very significant step m 
the economic evolution of the island In order to maintain 
the port’s entrepot role, however, free trade zones were 
established 

The pnaapal modifications to the landscape of Singapore 
that were to be brought about by the planned mdustnalization 
of the island were those associated with the establishment of 
industrial estates Although certain locahtics in Singapore 
had already developed as pnmanly industrial m character, 
the pattern of development had been haphazard The intention 
of the plan for industnal estates was to ensure, through the 
medium ofvanous schemes and by a comoous efibrt to group 
industnes into particular area^ that the future location of 
industry in Singapore would be more satisfactory ihan it had 
been m the past The existence of several thousand functioning 
mdusines already m Singapore and a wide range of industnal 
skills and cxpenence made possible the development not only 
of a number of small estates but also of one large industnal 
town. The small estates represented the re-dcvclopment of a 
number of localities in the aty (Figure 16) as at Redhill, 
Tanghn Halt, Bendemeer Road, Knmpong Tiong Bahru and 
Kampong Ampat In some of these estates flatted factones 
of five to seven storeys came to be comtructed in addition to 
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coavenuonal single and double storey buddings In the 
Eendcmeer Road Industrial Rstate, for ezample, some 200,000 
square feet of factory space had been allocated by the end 
of 1967 to 23 industnal concerns and five 7-storcy flatted 
factones were proposed, were under construction or were 
completed Medium siz^ industrial estates were established 
at Kranji (^VoodIands) and at Kallang Thu latter estate 
was sued on a partly reclaimed area of udal swamp at tlie 
confluence of the Kallang and Whampoa rivers beluad the 
narrow estuary of the Kadlang River Frmged by temporary 
residential setUements and several saw mills and other indus- 
trial premises it was ideally situated for access by sea and nver 
and IS m the process of complete redevelopment * 

The major mdustnal development in Singapore, however, 
15 taking place at Jurong llic Master Plan of 1955 bad 
shown a new town at Hulun in the west of the island, and 
m 1956 It was suggested that an area adjacent to Damar Laut 
in the south west should be utilized for industry by cutting 
the hills to flU swampland In 1957 the Master Flan team 
extended the Buhm town to the coast, and m 1958 development 
wasrccommended ** In 1960 an outline plan was drawn up for 
the development of an industrial estate at Jurong, bets^een 
Bulim and the coast and a Japanese survey team visited 
Singapore in November and December ] 960 to prepare a report 
on the planning and design of Jurong as a new town The 
Umted Nations Mission Report (Wiasemius Report) of 1961 
confinaed the choice oT Jurong ts Smgapore’s mam industrial 
centre t 

It was expected that the formation of the Malaysian 
federauon in 1963 would lend impetus to Singapore's in 
dusinalization programme as the ul^d ontiapatcd its role as 
the major industrial centre m the federal nation of 12 million 
people The separation of Singapore from the rest of Malaysia 
after only two years, and the disruption caused by the ‘con- 
ftontaUon' ^vllh Indonesia prevented this njle from developing, 
however, and the growth of Jurong slackened Industries 
that had hoped to locate at Jurong went elsewhere or scaled 


* DevtSoptnctil St KsIUns u expected tdumxtdr to provide rote ibr 100 000 
t A detxHoi doenpuoa oTJumg a included la Oupter 6 


[ a. U. CENT. UB , 
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down thar projects NevcrUid«s, by the end of 1966, 106 
fimu had acquired sites m Juioog industrial estate, 66 were 
in producuon and 40 iraplemcnting production Of the 40 
firms, 1 4 liad begun comtruction work, 1 1 had ordered machin- 
ery and 15 had installed machinery ** There was marked 
emphasis on metal and engineering products, and chemicals 
and chemical products (Table 27), whilst employment totalled 
just over 7,000, a figure estimated to nse to 13,810 by the time 
all the existing firms were at full production. 

The separation of Singapore i^m hlalaysia m 1965 made 
the island, for the first time tn its history, a fully md^endent 
sovereign state — the Republic of Singapore The pohtical 
separation occurred at a time when the level of trade ivas 
depressed as a consequence of the confiontanon with Indonesia 
and was followed at the end of 1967 by the Bntish govern 
meat’s deosiou to withdraw the 20,000 Bnush servicemen 
from Suigapore by 1971 This decision was to aSect a total 
of 42,000 locally employed avihaos and personnel as well as 
drastically to reduce the gross national product that benefited 
from some ,^60 miihon per annum of Bntisb government 
expenditure on the military base as well as from servicemen's 
expenditure on the island The need for Singapore's industrial 
ization programme to succeed was even more essential at a 
tune when the island's domestic market was slashed to a mere 
two tmUion by the separation 

In the five-year penod from 1961 to 1966, the number 
of manufacturing establishments with ten or more workers 
(excludmg rubber processmg) doubled and the manufacturing 
output increased at an annual raie of 21 per cent** The mam 
sources of growth were the chemical and petroleum industry, 
/bod and beverage industry, basic met^, and the meial 
products and machinery industry Faced with the full re 
sponsibifity for the economic survival of the island state, and 
encouraged by the confidence of foreign investors from the 
Umted States, Europe, Japan, Hong Kong* and Taiwan 
cspeaally, the Singapore government pursued vigorous policies 
to ranforce the attractions of the republic for manufacturers 
* Coasidenl>l« pacjc cipiUl beat liaag hMg flotitled ulio Sulplxire m. 1967 
bringing with it vii^ traile b«nl.in(f coniiKtionL Ai the colony recovered 
Irncnm political troubla invatmentlromUHigKongrdl buimlerotinSingapore 
Tt ynsme d k » tolotsntuil levd. 
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The Second Five Year Dev^pment Plan (1966-70) placed 
particular emphasu on the building up of the industrial base 
largely svnh export markets in view Provision ivas made for 
expenditure amouotmg to $1,730 million in the first instance, 
and tins was revised upward to $1,928 million Of this 
revised total 67 2 per cent was allocated to economic develop- 
ment, 26 8 per cent, to soaal development and 6 per cent to 
public admmistration 

New labour Icgislauon to rationalize cmployer/employcc 
relationships, with a view to attracting new mvestment and to 
increasing the effiacncy of Smgapore’s tradmg and mdustnal 
enterprues, was enacted tn 1968 This removed excess fringe 
bene6ts and asserted certain management nghts, espeaaUy lo 

regard to hiring, dismissing, promoting and transfemng labour * 

In 1968, three new insutuuons were set up — two of them 
growing out of the Economic Development Board — further 
to strengthen the mdustnaUzauon programme. The Develop- 
ment Bank of Singapore was formed to take over the fin a na a g 
funcDons of the Economic Development Board In addiDon to 
iuiancing purely manufactunng undertakings, its scope extends 
to include tourist and estate projects (espeaally m con 
ncction With the urban renewal programme) and the Bank took 
over the enUre loan portfolio previously held by the Economic 
Development Board The D^elopmcnt Bank was established 
with a total paid up capital of $100 nulhon 

The ownership and management of the industrial estate 
m Jurong and of six other mdustnal estates, at Kallang, 
Hong Bahru, Kampong Ampat, Tanglm Halt, Kallang Park 
and Tanjong Rhu, was transf^rr^ from the E D B to a newly 
established Jurong Town CorporaUon At the end of October 
1968 this responsibihty covered 293 factoncs in production 
givmg employment to more than 21,000 penons, and the 
owneisbip of many flats and shophouses m Jurong 

The ^tcraational Trading Company (INTRACO) was 
incorporated m November 1968, with an authorized share 
capital of $50 million, to be ownoi jointly by the government, 
the Development Bank and the pnvate sector with holdings 
of 20 million issued shares in a 6 3 8 10 2 ratio Intraco s 

* A* well ti increaamg contnbuuon^ both by employen and anployees. to 
Central Provident Fund. 
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special ropormbility u the promouon of Singapore s export 
trade and cicarl/ n has a diiOcuIt and crucial role to play tn 
assuung the economic progress of the Repubhe. One of lU 
major fields of activity u m conducting trade tvalh Communist 
countries on behalf of the Singapore government 
Improvements in the infrastnicture undertaken to assist 
the economic grovsili of Singapore include the construction 
of a new povver station at Jurongtomcct an increased demand 
for clcctnoty, which Will raise the total installed capauty 
by 1974 to a level more tlian four times as great as that of 
1961, road programmes and port developments Apart from 
major developments m the port of Singapore, discussed more 
fully m Cliapter 6, a new port u under construction at Jurong 
where 8,000 feet of wliarvcs and various faciliucs for the 
mccliamcal handling of bulk cargo hav e been dev eloped 
Although it IS dearly not posubic at sucli an early stage 
to assess the success or otherwue of Singapore s dTorts to 
convert itself from a major trading port with limited mdusuy 
to a major industrial as well as trading centre with con 
sidcrable emphasis on the export of ns own manufactured 
goods, indications at die end of the 1960s were that industrial 
laation was catclung hold and exports growing Large 
uilcrnationa! compatucs, mostly Amcncan, were becommg 
aware increasingly of the advantages Uiat Singapore offers to 
investors, and the establishment of brand) plants of such 
concerns may be seen to have many advantages for Singapore, 
mduding the provision of skilled entrepreneurs and often the 
availabihty of wcll>cstabttshcd advertising and distributive 
networks throughout South cast Asia ** 

By 1968 several industries were already making sigmficant 
coninbutioas to Smgapore $ domestic exports The pcuolcum 
industry, footwear, apparel and leatlicr industries, decincal 
machmery industnes, and rubber products and wood and 
cork industries were tlic pnnapal export-onented manu 
factunng groups and markets were being devdoped not only 
m southern Asia but in Afnea and in western and eastern 
Europe The textile industry u largely export-onented but 
Its prospects are influenced very much by the quota restnettons 
of developed countnes, and its success may wdl depend on its 
ability to diversify into non-quota articles and to develop and 
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expand into new markets The expansion of Uic shipbuilding 
and ship repairing industry, a significant contnbutor to 
foragn exchange earnings, would appear to have good prospects 
as the number and tonnage of vessels calling at Singapore 
increase The large shipyards of the Port of Singapore, 
wluch took over the Singapore naval dockyard and labour 
force for conuueraal use, and of Jurong dominate this section 
of the economy 

The need to develop ‘outward looking* mdustnalization 
is of more immediate importance to Smgapore than it is to 
^Vest Malaysia, not only because of the limit^ home market for 
import substitute commodiucs but because there is little 
employment alternative for Smgapore’s predominantly urban 
labour force other than in makmg and trading goods that can 
be sold overseas Overseas markets for typical import-substitute 
goods, beverages, foodstufls, tobacco etc are very limited 
smee these are the very goods that possible trading partners 
are themselves developing behind protective tanfis 

The basis of Singapore’s efforts to develop a acre sophisti 
Gated mdustnal structure with export markets in view u the 
Singapore steel mdustry, consisting of two steel mills located 
at Jurong and ^V’oodIaDds (Kranji) National Iron and 
Steel Mills Ltd , was established in 1961 on the recommenda 
tion of a Umt^ Nations team which concluded that a mill to 
make 50,000-60,000 tons of finished steel from local scrap 
would be both economic and profitable in Singapore Pro- 
duction began at Jurong m 1964 and mild steel bars and v\arc 
rods arc turned out by two electnc fiimaces, with a third to be 
in use in 1970 Flans were announced in 1969 to develop 
NaUonal Iron and Steel as a fully integrated iron and steel 
works importmg ore from Austraha and Malaysia with the 
mtenUon of making Smgapore the steel centre of South-east 
Asia 

The Malayan Iron and Steel htills Ltd at Woodlands was 
mcorporated in 1962 and sunilariy produces mild steel bars. 
The establishment of the two steel nulls has encouraged the 
growth of the metal fabrication industry, making goods such as 
steel pipes and tubes, galvamzcd sheets, wire me^, wire nails, 
nuts and bolts, bicycles and parts, office equipment, water 
tanks and cables whilst items such as diesel engines, motor 
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vehicle components, machine tools, pumps, compressors and 
power presses are considered feasible 
A copper null, also located at Jurong, commenced pro- 
duction m 1970 to raanulacture idl types of copper wire, 
copper tubes and other copper, brass and bronze products, 
making use of reclaimed raw material espeaally from the local 
ship-breaking mdustiy, which, located alongside National Iron 
and Steel, already provides scrap for the steel null The 
copper mill iviU make Singapore self sulHnent in copper and 
copper alloy products with a surplus for export Further 
evidence of increasing sophistication of Singapore’s manu- 
facturing industry is provided by the growth of die electromes 
industry By 1969 fourteen elcctromcs plants were in operation, 
employing about 5,000 workers, 80 per cent of whom were 
girls These companies assemble or manufacture a variety of 
components, mcludmg integrated arcuits, transistore, trans- 
fonners, diodes, digital heads and capacitors Additional 
plants, branches of American conceins, are being established 
for the manufacture of radio chassis, electron tubes and other 
electronic equipment which, like the e»sung products, will 
be export onented, with Hong Kong and Taiwan as important 
markets 
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CHAPTER 6 


The Major Urban Concentrations 
of MaJaya 

Successive censuses of Malaya, both of pemnsular Afalaya 
and of Singapore, have given evidence of the erteot to which 
three pnncipal urban complexes have been aitracting popu- 
lation in larger numbers than most other areas of the region 
(Table 28)* Two of these complexes, Georgetown-Butter- 
worUi-Prat, m the north-western Malaysian state of Pcoaog, 
and Singapore, have grown fiom the two cariy Bntish found- 
atioiu of 1786 and 1819 and owe their pre-enuacnce to the 
commercial growth based uutially upon thor free port status 
and reinforced in recent years by industnal diversification 
The third, Kuala Lumpur-Port Swettenham, has its ongm 
m the tin-mming expansion of the 1850s, its significance 
re-inibrced by the selecDoo of Kuala Lumpur as the adxmaistia- 
tive centre fint of the Federated Malay States m 1896 and then 
of the whole Malayan Federanoo in 1948, and its economic 
base much strengthened by industnal devdopment since the 
1950s The railway port of Port Swettenham, destined to 
become, as ocean outlet ibr Kuala Lumpur, themajor peninsular 
port, may be seen as the successor to the third histone Straits 
port of Malacca, which proved both inadequate and poorly 
Situated to serve a central Malayan hmterland The far nchcr 
tin deposits of the Klang and its tributary valleys shifted the 
focus of economic activity northwards the immediate 

ambit of hlalacca early m the mneteenth century development 
of the region, and the port was far less developed than either 

• Ttough jt should be noted that they have rardy recorded the 
of pofulanon growth, wluch, ui watt patodt ha« bcoi achieved by 

rather irp a H er urban eoitres e.g heCwcen the 1947 and 19S7 cessiues the lughet 
growth nte lot an urban centre war t^t be KloAOg JohOTC (S+9 per cenl-J 
The neat htgjieal. however waa that fiw Butlerwortb (230 per colt.} * 

ig6 
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Penang or Singapore to be able to retain its funcuon as an 
outlet by virtue of existing facibUcs 

The purpose of this chapter is to examine the economic 


TABU 28 

Population op Major Urban Concentrations 
OP Malaya. 1911-1957 
(to thousaod*} 

J9U 192J 1931 

oborcbtowna 101 1 123 1 149 4 189 1 2M 8 

botterwobtb^ 39 41 13 5 213 

Total Georgetown Buttoworth 1051 127 2 1629 2104 277 4 

Percentage of TaUl _ 

... . 3 9g 3 82 3 75 3 60 3 88 

46 7 80 4 111-4 176-0 316-2 

77 11 7 20 9 33 5 756 


Malayan Population 

EUAZAUntPUR 
pbtauno jaya 
K1AN6° 

Total Kuala Lurepur* 
PJKlaog 

Percentage of Total 
Malayan Population 

StNOAPOBB 

Percentage of Total 
Malayan Fopulatioa 


57 4 921 132 3 209 5 4084 

217 27? 3M 358 529 

303 3 418 4 5577 9381 1.445 9 

1147 1257 1283 16-04 18 71 

total MALAYAN f,t a 

poruiATioN 2,643 3 3 328 4 4 347 7 5,848 1 7.725 9 

N3 PopulauondaU for tie total urban ana* in each 
impoauble to obtain apecially for the carllo eennn yean 


iii^ya Quoui' here 'we fdr" iiiiia(aliUo town eo^cili new 
a population of 10 000 or over TouU «e thet^ore ataoit ceit^ 
caucus of the nzeof the urban conMnuauoni Rguro for 5“^^ 

.> ; hfr hand are for the and are tbettfotc an over^aumate ol tne uae oi u« 
urban coucentrauon. 

(a) Includes Ayer Itam ui 19S7 

(b) Butterwoith incorporates PnL 

(c) Klang incorporates Port Swettenbam. — an the 

Sourcu 19S7 Populauon Census of the Federation of Malaya. Report on 

Cei^ of Population 1957 (Sutgapon) 

geography of these three urban complexes, to 
response of each umque place to the changing cc 
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environment as descnbed in the three preceding chapten 
and to attempt to the relationship and contnbuUOD 

of each to the economic development of the hfalayan region 
as a whole 

I GEORGETOW^-BUTTERWORTH-PRAl 

Trade & Industiy xn the Cdonud Period 

The settlement of Geoi^etown, established on Penang* 
island by Francis Xaght m 1786, has developed mto the major 
port and industrial ceotre of north Malaya which is the 
second largest urban concentration in the Malaysian Federa- 
tion The colony was first established on a low sandy point 
at the north eastern tip of the island where two small streams 
of 'remarkably fine water** flowed into the sheltered roads 
where Light’s small fleet of ships was anchored The island, 
108 square miles m extent, is essentially a gramte massif, 
rising to 2,722' at its highest point, and forms part of the 
so-called ‘Kedah-Smggora Range’, the westernmost of the 
senes of folded structure# that characterize the physical 
geography of the hlalay peninsula • Deposition of both land- 
denved and marine sediments has built up narrow alluvial 
plains m the west and south cast of the island (Figure 17) 
and a probable sequence of beach ndges* contributed to the 
construction of the alluvial headland selected as the site of 
the East India Company’s settlement 

Early Geoigetown, serving as a port of call for Indiamcn 
and country traders and as a collecting centre for the native 
produce especially of the Straits region, occupied an approxi- 
mately rectangular area fronting onto the southern shore of 
the headland, where deeper water approached closer inshore 
The first detailed analysis of the town’s population, BraddcU’s 

* Tlie n>mr Penang (Malay Ptiiait Ptnane — ibc arceanut aalanc^ has alw^y* 
been prefenred both to ibc oSctal colonial name for the Pnnee of tVales 

Is l an o , and to that of the city Georgetown. Since the formation of the Fcd^alion 

of blalaya in 1948 Penang hai been the official of the rtate that replaced 
the foma Straiu Settlement of Vnace ot Wait* tad Proiiace VVcIlealcy 

The blalay name, Taryonx (cape og pcomoolory) u in popular uie a m r tf ifflt 
Malays as an altemabve name for etty 

Throughout thu chapter the (am Penang u used in iti prsent day politic 
aenae ae. it refoa to (he whole ConBcr colony -"*4 proient acacc -^*4 (hui irvJiior* 
both the and Provuice W ellealey 
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fig;ures for 1812,* gave a total of 26,000* whicli ladudcd 
7,500 Chinese, 9,800 hlalays and 7,100 Indians Chinese 
worked as carpenters, masons, smiths, traders, shopkeepers 
and planters, Indians were employed as shopkeepers and 



Figure 17 Pccaog — rii)iicai Features 


labourers, uhilst Malays Mere occupied pnnapally in agn 
culture, groMing nee, sugar and &uit to the west of the lovm 
In ISOO, the area of the colony was considerably enlarged by 
the acquisition of a 280 square mile strip of territory on the 
mamland (ProMnee ^Vell^ey) us order to establish control 
* Sifura are temped. 
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over bolh sides of the harbour and to provide further supphes 
of foodstuffs for the growing port. Province \VeU<^cy was 
not included m populabon counts of the colony, however, 


For the greater part of the nineteenth century Georgetovm 
functioned as an entrepot for a region that included norm 



western Malaya, northern Sumatra, the Kra isthmus o 
southern Thadand and the Tenassenm coast of Buroa 
Chmese and native traders brought Straits produce including 
nee and tin, to the port, and distnbuted manufactured produce 
m the native states Bntish trading compames conducte 
business between Geo^etown and overseas areas particular y 
with Europe 

The Colony grew slowly, and as immigrant Chmese re 
lentlcssly mcreased their proportion of Georgetown s popu 
latioQ, It acquired many of the characteristics of a southern 
Chinese aty, especially the distmctive two or more storeyed 
shophouse’ with its regular fifteen foot umt of street fron^c 
and frequent jomt function as shop or workshop and home 1 n® 
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nght of free loading and dischatpng over the bcaclics of 
Geoi^jctonn dated from the eacliestdays of the settlement and 
until 1S70, the port a landing facilities remained limited to a 
small number of ghauis or stone jetties along the water front 
which developed as extensions of the streets that ran inland 
from the shore. Reclamation of the areas between the ghauts, 
assisted by natural silting, and the construction of offices and 
warehouses upon the land so reclaimed had, however, ex 
tended the shoreline some five hundred feet seaward,* and 
the line of the onginal beach, now Beach Street, had become 
the hub of the port with most of the warehouses at its northern 
end 

The relatively leisurely growth of Georgetown between 
about 1820 and 1870 rejected its position as something of a 
quiet colomal backwater and commeraal dependency of 
Singapore Most imported European manufacturers reached 
Georgetown front Singapore once the younger settlement 
had established itself as the major entrepot in the Malayan 
region, and much trade between the two pom was speculative 
as prices rose or fell at each The merchant houses that were 
being set up in the Straits settlements immediately preceding 
and following the end of the East India Company s monopoly 
in 1834 were almost enurely established in Singapore, with 
Georgetown branches founded as subsidiaries 

The opening of tiic Suez Canal m 1S69 and the develop- 
ment of the Larut and Kmta bnfields in the 1870s and 1880;, 
especially after the establishment of British poktical control 
m Perak in 1874, greatly increased the economic significance 
of Georgetown, the growing volume of trade iiandlcd 
by the port ea^ year from 1870 onwards soon made obvious 
the inadequate nature of the landing facihues A quay 
running the length of the shore liokmg up the ends of the 
ghauts, Weld (i^y, was constructed m 1882, but, smee it was 
unsuitable for craft other than lighters, slups of all sizes con 
tmued to anchor in the Roads and discharge into lighters, 
as coasters, for the most part, sUU do The need of larger 
vessels for deep water fauhucs led, after much agitation and 
planning, to the construction by the Settlement government 
of a deep water berth at the Up of the headland Known as 
Swettenham Pier, the berth was m use by 1904 and later 
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extended A ferry Iml was established beD'cen 
and a mainland tcrnunal at Buttenvorth in 1893, and m 1903 
a rail ferry jomed Georgetown to the terminus of the new 
FhLS railway at Prai , 

The new landing faalxtics and the transport links with me 
mainland reflected the settlement’s growing importance ^ ^ 
outlet for the raw material exports of the developing onudas 


TAALB 29 

PsMANO— SiorPiNO Ec TraxiS, IS7S~1906 
VuuU CUati 1 1*!!* Cf 

Ctfr/8‘ 



Jtumhtr 

Tenoegr 

ImfviU 

{iooo) 

Experts 

(sa») 

TtUl 

($000} 

1878 

1,543 

791.196 

20362 6 

23 009-1 

36301 1 
81 4068 
81,777 9 
89 610-7 
126353 2 
1853553 
2496.0-2 

1881 

1.570 

919.921 

20495 7» 

16,005 3 

1886 

2,433 

1.260304 

41,194 3 

403125 

1891 

2.949 

l,73«.447 

40341 7 

41,436-2 


2,707 

1,713359 

45365 9 


1901 

2v450 

2386 841 

63,716-7 

62,6364 

1906 

2J24 

2,863,459 

94346-I* 

118.4510 

1911 ^SSS 

(a) excluding oati' 

(b) dollar i^ucd 9 
Ic) dollar valued 1 

3 803,328 

>v oafl. 

It is. 9d. stg 

It 2a. 4d. sig 

131,189-2 

Saara 

Stiails Settlemcxiti Blue Boola 




and plantations of the north western region of the 

espcaally of Perak. Figuresshowmgthevalueoftradehandl 

annually by the settlement Bom 1878 until the years i^ 
mediately prcccdmg the Fust World ^Var suggest a 
growth (Table 29) but are difficult to compare over the pen 
because of the vanations in value of the diverse silver doU^ 
m use in the Straits before the mtroduenon of the standardir 
Straits dollar in 1904 • Total volume of trade is also difficult 


• The dollar rerjaced the rupee iMO KWaty the oflinal curroicy for *51 
la 1867 and dollart earned ut Heog K<»s> MexKo. Peru. Bolivia and 
were all l^al cucrcncy The Amenoa trade dollar jmd Japaneae yat '*'*** ?^ 
lecogiuzed after 1874 In 1890 the Mextcaa dollar waa recognued as 
but deebnra in the pnee <diil\ cr led (o the reduction of exports of com tom 
anil to a shortage of currency For a while a Bnush dollar was niint ed at 
but the price of silver ctwinnued to dcprtcute. In 1902 a commission v«st” 
up to investigate the whole questam of Straits currency and following its 
m 1904 the Hong Kong and hlmcaa dollan were demmccued and a new baaus 
dollar fired at 2s. 4d. sterling, w ‘ * ' * 
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to assess because of the diflcrent units m which commodities 
were recorded (e g cotton goods in ‘pieces’, yam by length, tm 
metal by weigljt} Perhaps the best measure of trade is the 
annual tonnage of vessels cleared with cargo, and this figure 
mereased almost fivefold between 1878 and 1911 (Table 29) 
The gradual re-onentation of the trade of Georgetown 
in this period is apparent from Table 30, which illustrates 
the percentage of the port's trade that was conducted with 

TABLB 30 

CEoacerowN — PEROMTiic* or Tkadb Vthh 
Vasioib Recioss, I87&-1911 
1878 1881 1886 1891 1895 190! 1906 1911 
MalayPeunsula 4 7 13 19 22 23 21 28 

Other StmU 

Settlenxau 7 12 689435 

Sum 8 <1 655384 

Nethnlands Indies 27 15 19 14 13 12 8 6 

OlbeeFareiga 

Cou&tnes It 18 16 II 16 15 19 16 

Other BflUtb 

Golomes 23 33 24 28 23 26 22 19 

United Kingdom 20 15 16 IS 14 17 19 24 

Stiau Struu SciUaocotx Blue Booka. 

particular regions at approximately five year intervals The 
growing Significance of the Malayan peninsula is very apparent 
— It accounted for only four per cent of Georgetown s trade 
in 1878 but for twenty eight per cent m J911 — as u the decline 
in relative importance of the Netherlands Indies (pnmanly 
Sumatra) The proportion of Gcoigetown’s trade with the 
otlier Straits SetUements (espeaally Singapore) also shows a 
a small but probably significant dcdine as the port established 
more ladcpcndent trading linbs A substantial proportion 
of the trade with ‘other BtiUsh colomes’ consisted of ncc 
imports especially from BnUsb Burma 

Between the censuses of 1871 and 1881, the number of 
persons returned as employed in the commeraal sector 
doubled, while the total population of the island increased 
by fifty per cent In the same mtcrceasal period the proporuon 
relumed as ‘mdustnal* grew only fracuonally faster than the 
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total population, and trades classified as ‘industrial’ were 
mainly of a crafi nature, such as boot*makcn, carpenters, 
farriers, jcwcUcis, potters, sawyers, tailors, tanners, weawrs 
and wood and ivory-carvers, whilst a considerable number 
were fishermen and labourers.* In the 18903, however, 
contributions to Georgetown’s industrial status were made by the 
establishment of processing industries in the city as well^ as 
by the expansion of small workshops and manufactoncs 
In 1897 a tin smelting works using imported anthraate as 
fuel was constructed in the aty- The site ^osen for the srnclter 
was on the southern edge of the urban area in the valley o 
the small Penang River, where, owing presumably 
low-lying and rather swampy ground, no other bimding 
had taken place. A second tin smelter was built by the Straits 
Trading Company on the mainland coast at Butterworth m 
1902. Georgetown’s first large oil null, to process copra 
supplied both by the mainland and by the entrepot ^ 
was esubUshed on the western edge of the city also at this 
penod. A general, though in many ways rather unsat^actory, 
summary of the manufactories in Georgetown m 19i** 
classified by numbers of premises, is given in Table 3 (p. liyh 
The expandmg rubber industry of the mainland ha 
less inducDce on the industrial development of Gcorgeto^ 
than had the tin industry. Unhke the smcltmg of tin, the 
processing of raw rubber did not require highly capit^ 
plant. The initial coagulahon of the latex by the addition 
of a weak aad and its subsequent rolling mto sheets was larg y 
carried out on the plantations themselves, whilst other pro- 
cesses such as the milling of scrap could be peformed in any 
conveniently local centre Georgetown, therefore, did no 
develop as a parUculariy major centre of rubber processmg 
though at least one milling factory was established m the colony 
to cope with local rubbext and with scrap from Sumatra 
The port’s position at the terminus of the west coast railway, 
which ran through the centre of the developing rubber bdt 
of west Malaya, was ideal for the export of production of the 


• Comparable clanfeabODS at occupations to these of 1871 and 
ortunaldy are not recorded by die Blue Boolu for the censuses of 1891 


Frovuice WeUoIey • 
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plantations, however, and the agency houses were qiuck to 
see the value of the rubber trade Not only did they undertake 
the auctioning of rubber and handle its grading, packing 

TABL8 31 

Penanq — Valve or T«ai>s, 1915-1940 
({n$ miUiooi} 

Tier Iinportt Exporis Total 

1915 nso 103-0 2180 

1916 125 8 124 4 260 2 

1917 1553 155 3 310 6 

1918 183 2 167 2 350 4 

1919 205-4 186-4 391 8 

1910 297 6 2417 539 3 

1921 1214 1017 2231 

1922 1427 131-4 2741 

192J 2051 199 1 4042 

192-/ 230-3 222 5 452 8 

1925 3260 3072 633 2 

1916 347 3 320 9 668 2 

1927 3204 2906 611-0 

1918 278 6 260-1 538 7 

1919 154 3 202 3 3566 

WO 104 5 140 0 244 5 

1931 70-2 93 7 163 9 

/9J2 56 5 62 2 118 7 

;9JJ 61-0 726 133 6 

1934 791 1091 1882 

1935 84 2 124 2 208 4 

1936 960 149 1 2451 

1937 135-0 209 5 3445 

1938 1053 124 5 229 8 

1939 1270 158 2 285 2 

1940 1500 257 7 407 7 

Sotea Annual Reports, Penang Qrtmlicr of Commoce. 

and despatch, but m may cases invested in plantations them* 
sd\cs 

The value of Penang’s trade during the economically 
unstable years of the 19205 and 1930s fluctuated both mddy 
and wildly (Table 31), being caught up irrevocably Mth tlie 
violent pnee changes suffeied by tm and rubber — it is a 
barely credible fact that the value of the port’s trade m 1932 
ivas tlie lowest m the century, and can be compared only 



206 trade and devblorment in ualaya 
wth the yean at the end of the mnctcenth century before any 
rubber had crossed its qua)s 

Of considerable interest and significance during the inter 
war >can, apart from the o\envhclming effects m value 
imposed by world economic conditions, were gradual changa 
m the ongm of Penang’s import trade Parucularly nouceabic 
from about 1933 onwards is the increasing volume of Japa^ 
shipping amvmg at Penang and the groiving amount of goods 
of Asian ongm reaching the port These included bulky com 
modiues such as cement and galvanized iron and Y 

low pneed cottons from India, Hong Kong and . * tr 

32 illustrates the rapidity with which Japan established hen 

TABLS 32 

pejuj,o — tsuraan o» Cotto's <Piais, Dyid & Pawrm) 


S«uru 
Japan 
Hoag Kong 

Othen 

TOTAL 


Cm yards). I932'19M 
I9J3 
62,707 
64^ 
].»3.4I6 
8,443.163 
10 673,755 


1932 
77 882 
49,490 

11.746 431 
l4a36,0M 


1934 
3,193 OCO 
14 400 
1,077,934 
5 831,141 
10,116475 


Sffm* Report of (be PeoaDg Ohamber c4 C ocunfT tc for 1934 

as a leading exporter of cotton goods to Penang In a penod of 
generally declining business, Japanese cotton imports 
soaring both rclaUvely and absolutely Indian lexnles were 
competmg strongly m Penang, their quahty corutan y 
improving and their prices cheaper than anythmg Europ 
could offer . 

Throughout the economic fiuctuations of the 192(» sn 
1930s, and despite the limited employment opportunities ou 
side the trading sector, Georgetown’s population mcreased a 
steady rate averaging over tvso per cent per annum 
the censuses of 1921 and 1931 An interesting aspect of 
population structure of Penang during this period was ^ 
considerable advance towards IcvcUmg out the discrcpmty 
between the numbers of males and females in the colony ^ 
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older established nature of the imisignmt communities and to a 
growing Willingness amongst Chinese to settle pcimanendy, 
bringing Uiur womenfolk firom China, as the pioneering 
atmosphere of Malaym was passing 
It IS probably true to say that, by the end of the First World 
^Var, Penang was almost entirely dependent economically on 
the mainTand Rubber, tin and — to a much less extent — 
tapioca were the staples of its trade, and the great bulk of these 
products came from tiie h^lay states Improved transport Imks 
with this hinterland were therefore urgently needed The rail- 
way, so important m linking Penang with the Perak unfields, 
had reach^ Prai from the south in 1903 and, following the 
peace settlement of 1909 with Siam, which placed Kedah under 
Bntuh settlement, rail constnicuon began northwards fiom the 
juncUon at BuLit hferujam The hne, single track metre gauge, 
reached Alor Star, tlie Kedah capital, in 19ISand by 1918 had 
crossed the border at Padang Besar to join up with the Royal 
Siam State Railway at Haadyas The pnnapal significance of 
this new railway connection was (ostimulateplantationdcvelop 
ment ui Kedah and southern Thailand, and rubber was to 
become the most important commodity reaching Penang fiooi 
Thailand by land NVhilsl the expansion of Penang s i^way 
links witli the peninsula was a hve topic, there was some 
agitation for a direct iransmontane bne to the cast coast states 
The Chairman of the Penang Chamber of Commerce is on 
record m 1916 assaying that before Kelantan can be economi 
cahy developed rail communication must be provided to 
Penang* * There was htUe support for such a view, and when 
Kelantan did get its railway bnk (in 193])it was with Singapore 
Via Kuala lapis and Gemas It was not until the First Malaysia 
Plan (see p J61 and below, p 220) that a firm plan to link 
Kelantan vnth Penang, by rood, was draivn up 
The ferry bnks between Georgetown and the mainland were 
unproved in 1925, but the waterfront facihUcs m the port 
remained pracUcally unchanged despite the increasing volume 
of trade RccommendaUons to reclaim tlie foreshore of Weld 
Quay, made in 1907 and again m 1928, went unheeded, as did 
proposals to dredge the Penang River used for debvenes to oil 
mills, nee mills and the wareliouses of salt importen Some 
development took place on the mainland, however In 1920 
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construction of whan, es was bcguo at Prai, and in 1924 a slip* 
way was built at Bagan Dalam, Butterworth, for the mainten* 
ance and repair of the port’s small craft, femes and lighten In 
the same year, the Straits Steamship Company acquired fore- 
shore rights for the dockyard frontage at Sungci Nyok, on the 
Prai estuary, where a modernization programme was initiated 
and the budding of specially designed coasters (the ‘75 tonnen*) 
undertaken Furtlier proposals to provide deep ivatcr accom- 
modation along the Prai estuary were made dimag the J930s, 
but generally met \vith opposition from the trading houses in 
Georgetown Like tlie transport hnk with Kelantan, this 
development had to await the changed economic and pohbcal 
atmosphere of the post*war years 

When Penang ivas taken by the Japanese in 1942, its basic 
function was bttlc ddFcrent ftom what it bad been before the 
Fust World War Despite the economic dilEcuIues that plagued 
the Malayan export economy between the wars, there had been 
no attempt to reduce tlie dependence of die colomal economy 
on its raw material exports “ITie economic geography of Penang 
was still that of a colonial tradmg itnl- wi^ overwheloung 
emphasis on the handling and processing of raw matensi 
exports and of a multitude of m ainl y consumer goods imports, 
and with a small manufactunng sector producing a limited 
range of commodities for the local market. Admittedly the 
number of mdustnal establishments bad increased as the size 
of the port had grown, the volume of copra milled and 
exported as coconut oil rather than as raw copra increased 
considerably, for example, but the industrial base remained 
limited and, with the exception of the Straits Tradmg Com 
pany’s tin smelter at Butterworth and a power stauon at Prai, 
the economic acDvity of the colony was located entirely m 
Georgetown 

The C/umging Economic Geography of Penang 
since (he Second IPorld IVar 

As discussed m Chapter 5 in relation to Malaya as a whole, 
the political and economic changes that followed the Second 
World War bad a profound eSect on Penang and produced 
considerable changes in its economic geography In the 
immediate post-war years, Penang, in common with the rest 
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of MBS concerned with the rehabilitation or re- 

establishment of Its traditional economic pursuits, and its 
success in rebuilding its trading activity is ibustratcd by Table 
33 Since a large proportion oTPenang’s export trade was, and 
remains, accounted for by the tm and rubber output of the 
mainland, the successful recovery and development of those 
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mdustnes was a very important contribution to the recovery of 
the port’s trade, whilst the boom assoaated with the Xorean 
War period of 19SO-S3 raised the value of these ravy matcnal 
exports to record levels 

During the 1950s, however, the changed pohucal and 
economic environment within which the port operated began 
to influence both the pattern and volume of its ti^e, whilst the 
new naUonal emphasis on industrialization as one means to 
diversify the Malayan economy and to provide more employ- 
ment opportunities for the last growing population also hiid 
profound effects on Penang 

Perhaps the most stniing change in the nature of Penang’s 
trade has been the dccimc m its entrepot acUviues The 
distmctiOR between entrepot trade and direct trade u deeply 
rooted in Penang and, idthoi^b perhaps difficult clearly to 
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differentiate logically, the tv«o categories are undentood to 
refer to trade uiCh Sumatra, Thailand and Burma on the one 
hand, and vnth mainland Malaya and the rest of the i^tirld on 
the other.* As illustrated by Table 30, Penang’s trade wth 
hfclaya and wth the rest of the wDrld was expanding at the 
expense of trade with other South-east Asian markets as early 
as the turn of the century as the resources of the mainland were 
developed, and by the 1950s trade with Sumatra, Thailand and 
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Burma was averaging only between about 15 per cent and 
20 per cent, by value, of Penang’s total foragn trade Imports 
from these entrepot partners coasist«l largely of raw materials, 
espeaally tm, rubber and copra, and exports, much smaller in 
v^ue and volume, of manufactured goods and foodstuSs 
Smee 1960, the entrepot trade has declined drastically both 
in absolute value and as a percentage of Penang’s total trade 
(Tabic 34) The pnnapal cause underiymg thi< dcchne is the 
economic nationalism of the port's entrepot partners whose 
aims of dcvelopmg th«r own naUonaJ ports and trading links 
as well as their own import-substituuon industries arc reducing 

* Tlui <i i . m nc l >O D u m ad e in the Bade ilMutto „ the buu <J the oScut 
dchtuuoxi oT CBBcpoC Bade m Penang 
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the trade conducted on their behalf by Penang Trade v«ih 
Sumatra, suffering in the late ]95Qs and early 196& by in* 
creasing Indonesian go\emmcnt regulation especially over the 
traditional barter trade, all but ceased during the penod of 
military confrontation between Malaysia and Indonesia m the 
mid*i96Qs and, although nrcovaing, ss unlikely to regain its 
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previous levels Trade with Hiailand, much of which consisted 
of tin ore and concentrates destined for the Penangsmelters, was 
drastically reduced when Thailand began operating its own tm 
smelter at Phuket m tmd-1965 and prolubited the further 
export of tin ore ** 

Trade with Bunca, a relatively insignificant entrepot 
partner in post-war yean, is stncily controlled by the Burmese 
government and is likely to continue to decline as the nation 
develops its own trading faalitics and industncs The depressed 
state of the tin industry in Burma, despite expansion elsevi-hcre 
in South-east Asia, further bnuts trade with Penang 

VVhilst the volume and value of Penang’s entrepot trade 
have declined so markedly dunag the 1960s, its direct trade 
ic. trade between Afalaya (mcludmg that ongioating on 
Penang island itself) and the rest of the world other than 
Indonesia, Thailand and Burma, has not expanded in value 
to compensate for the loss and, except for a few years in the 
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early 1960s when there were large shipments of iron ore 
from Prai to Japan, c\ca the \olumc of trade has sho\«i a 
tendency to decline (Table 35) Tim siluuuon u related 
to the Umitcd economic development within Penang and its 
hinterland during the early and imd-l96(h but cspcaaUy 
to the growmg competition within tliat hinterland, pai^ularly 
Its southern part, from Port Swettenham Bctivcen 1961 
1969 the pcrccnUge of West Malaj-sian foreign trade handled 
by Penang declined from 38 per cent to 34 per cent • 

The dctclopments at Port Swettenham arc discussed below, 
but It may he noted here that improvements lo commun^ 
cauons in central Malaya, the expansion of fac^ues at Port 
Swettenham and the transfer of Leadquarten of many com- 
mcraal hrms from Singapore to Kuala Lumpur ^ 
dependence arc all contnbuung to the c^ansion of Port 
Sweitcnham’s trade area at the expense of Pen^g t^o* 
stnicuon of the un smelter at KJang, although tu output 
was small compared with that of the two Viorks m PenangT* 
drew some un trade from Selangor which previously moved 
north to Penang . , 

The dcclimng entrepot trade and the vigorous compeution 
from Port Swettenham for the trade of at least part of Penang s 
Malayan hinterland arc difiiculucs specific to Penang that 
are addiuonal lo the nauonal economic problems asroaatca 
with populauon growth and the need for divcR caiiM 
Attempts to cope with both the specific and general P”>blcD« 
arc having a profound cfTccl on the economic gcopap y 
Penang and include the improvement of port facilities, me 
development of manufactunng industry and the ^ 
mcnl of the port's hmtctland by the csUtblishment of loatl 
commumcauon With the cast coast , tV,. 

Tlic increasing significance of mainland Malaya 
prmcipal source and destination of Penang s tra e sin 
the beginning of the century has already ’ oe 

It has been seen S’able 34) that by the late 1960s over 95 

•There were, however ugnifcent chus^* *“ beo^ 
heodled by llie porl over the 36 lodjcata 

atabluhed on the meinlaad p«rt!eiiUriy Bolice«b]e ai 

weie<leclu>e*incrudem»lenali»ndMiere«ie»innuiiu£ictuiei ape^i r 
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per ccoL of ihc total foreign trade of the port cotuislcd of 
direct trade, Uie whole of which, with tiie excepuon of a 
small amount of rubber and copra grown on the utand, 
onginatcd from the mainland Thu situation leads to an 
exceptional amount of double handling, adds substantially 
to Uie costs of shipment and is not sound in pnnaple ** The 
existence of commercial and processing faeshUes on the island 
and, m general, the opposition of the commercial interests 
of Georgetown largely bad been successful before the Second 
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\Vorld War m bmiling the devclopnacnl of port facihucs 
on the mainland The first plan for deep water wharves 
on the mainland at Dutterworth was drawn up in the late 
1920s, but It was not until the great increase in tlie handling 
of bulk latex and iron ore over the Prai \Vhaif in the 1950s 
and the o\ er*taxing of cxisung port faciliues during the Korean 
War that the necessity for additional facihtics was brought 
prortunentiy to notice (Table 37) 

The project for mainland wharves was exanuned in great 
deCad by the Federal Ports Oomnuttee ui 1952 and the coa 
elusion reached that no immediate necessity existed for deep 
water wharves at Butterworth and an alternative proposal 
recommended that such wharves should be construct^ at 
Prai m view of the locatioa there of the railway terminal 
The relauve ments of Prai and the Butterworth sue at Bagan 
Luar were the subjects of reports by consulting engineers 
in 1955 who concluded that, on grounds of cheapness and of 
effiacncy of layout, the Bagw Luar site was to be preferred. 







2i6 trade and DEVELOPUENT in MALAYA 
The decisiou lo cxlcnd ihc raduay across the Pras River to 
ButteraorUi Dulhfted much of die argumcDt, based on tali 
access, m favour of Prat The Penang Port Corami^ons 
rccommcndauon for the consmicuon of deep water vvliarvo 
between Ute ferny termtoal at Butlaworth 
bank of the Prat River (Figure 19) which mvolved the aimg 
and reclamauon of about 150 acres of mangrove swjunpaM 
sea bed, was accepted by the Federal Gov cmmcnl for the pm 
1961-70 The wharf project was onginally desired w 
provide SIX comenuonal cargo berths and ^ated storage 
faabues, but the recent advances m Uie field ofcontaincnza 
led to substanual changes in plan and the deemon W “inplcW 

threcconvenuonal berths and twocontaincrbcrt^witbanali^ 

faohues The completion of the project m 1970 made Bu« 
worth the first port m South-east Asia capable of handling 

containenzed cargo « t it a 

The construcuon of the new wharves at Bagan Luw 
major step m the mov ement of the economic ® 

of Penang from Georgetown to 

httndled by these wharves wdl be addiDonal to that alre^y 

passing through the bulk latex and iron ore faediues M mb 

Ste petroleum wharves and storage depots at 

and Fiat, the Straits Trading Co’s nn smelter and jetnes at 

Buttenvorth and the various privately 

godowns along the Frai River unless the we of these lati^ » 

replaced by the use of the new wharves It seems hi y 

the provision of deep water laahties, adequate storage sp 
(especially compared with the crowded Georgetown wa 
front) and the eluninatjon of the ferry crossing necessary 
any mainland trade bandied at Georgetown wiU outweign 
the advantages of tradiuonal usage and the exntencc 
bankmg and commeraal facihtics possessed by the 
The tunc will surely a>me, anyway, when shipping ° ’ 

insurance compames and similar commeraal undert g» 
will do busmess on the mainland side of the channel 
Industrial development in Penang is also favouring 
T pamland Early industrial development at Butterwortn w 
dearly related to local raw matend supphes — the tin sm • 
nee Tni1U and saw mills — but smee independence there 
been a marked tendency for new industrial undertakmgs o 
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choose to locate on the mainlan d rather than on the ulaod, 
cspeoally since the ^tabluhment of the ^lak hlandin industnal 
estate m 1961 The maiLed preference for the mainland by 
industry may be seen to date front 1953 when a range of import 
duties was imposed by the federal government on com- 
modities entering die hlalayan customs area, which does 
not mclude Penang island hlaoufacturcrs on the mainland 
who aimed to serve the domestic market, as did most industries 



Figure 20 Mak Mandin 


in the early import substitution phase of mdustnai growth, 
dearly had an advantage over competiton in Georgetown, 
whose finished products faced not only ferry charges but import 
duty on entermg the mainland, whereas mainland manu- 
facturers were often able to obtain customs exempuon on 
imported raw materials There seems httle doubt that the 
maintenance of Penang idand’s free port status has been a 
major factor responsible for lumting industnal development 
in Georgetown despite the local labour supply, immediate 
local market and the provision and planned development 
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of three small industnal sites at Sungci Pmang, Mailoon 
Road and Weld Quay and another at Bayan Lepas 
Apart from the advantages of bemg withm the pro^cDve 
walls of the customs area, the mainland has other obvious 
ones for tlie locauon. of industry, including plentiful potcnti^ 
sites and direct land commumcation with the naoonal marLeL 
^Vhen the Penang State Government selected the site for the 
state’s fint mdustnal complex in 1961, it was necessary on 
the mainland, and an area of 652 acres to the cast of Butter 
\vorth, adjoining a number of already existing mdmtnal 
establishments, was chosen Bounded to the south and eas 
by the Prai River (Figure 20), much of the land w^ low 
lying and traversed by the hlak Mandin stream wluch gave 
the estate its name Filling costs consequently formed ^ 
portion of the development costs and, even with fiumg, 
factoncs on the estate need to be constructed 
By the end of 1967, 34 factory loU had been allocated, eight 
factoncs were completed and five more were under construction 
An interesting element of the industnal development a 
Mak Mandm is the constnicDon of mdustnal terrace buildings 
for small scale mdustnes, a modem adaptation of the tradiuoaai 
blocks of Chinese shop bouses 

A second area, formerly plantaDon land and sw^p, 
is being developed for mdustnal purposes between the rail^y 
and the Juru River south of Prai Here a 2,500 acre 
mdustnal complex is planned and sites on phase 1 were 
available for occupation by 1968 Between 500 and 700 acres 
of this area lymg between the railway and the coast are 
designated as a free trade zone, presumably m antiapauon 
of the mclusion of Penang island within tlie customs area a 
some future date (see p ^1) . 

The nature of the mdustry bang attracted to iheButtemo 
estate was analysed in Chapter 5 (see pp 166-168), where i 
was noted that emphasis was on a narrower range of import 
substitution goods than was true of the mdustnal estates o 
central Malaya Nevertheless, the establishment of the 
Malayawata iron and steel works and the begmnmg of tne 
ncighbounng Unplate works at Prai put Penang in the for^ 
front of second phase mdustiiahzation m Malaysia Provide 
these mdustnes can prove fully viable when operaung without 
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the special coiuidcratiotu they currently rccei<ic, Penang, 
Wlh lU expanding harbour facihties and exucing trading 
links, u ^«cll suited for industnal development aiming at 
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export markets future industrial distnbuuon in West 
Malaysia may well show a contrast between central Malaya, 
with Its major national market serving as a conunuing attrac- 
uon for import-subsutuuon industnes, especially Uiosc whose 
capaaty is such lliat one or two plants can meet the whole 
of the national demand, and nortli-wcsl Malaya, whose raw 
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maicnaU and trading linVs, favour it for cxport-onentcd 
manufaciunng . r ^ _j 

Tlie rclauvcly linutcd local market for goods mani^actured 
in Penang is a function both of its position pcnplieral to 
\Vcst Mala^-sia and of the histoncally developed transport 
links which limit the economic distnbuUon of its goods to the 
north west coast The estabbsliment of direct land communi- 
cauon with the norlli-cast coast would not only extend 
Penang’s hinterland for trading purposes but alM 
the market area for its manufactures This doubly ad- 
vantageous role that such a hnl. would play accounts for c 
strong support in Penang for the east west highway mat u 
planned to bnk Butterworth with Kola Bharu by way of 
and Baiu Melmung (Figure 21) Such a highway wriU do 
more than strengthen Penang’s trade and industry— as 
is intended— smee it will provide accessible markets and 
water for the products of Kelantan and may wcU be expected 
to stimulate agnculiural output especially of rubber, ou 
and nee, m the north east It u also highly probable tnat 
new tin beanng land will be opened up in north Perax thaR“ 
to the highway Induslnally, however, Penang is likely to 
be the major beneliaary, unless manufacturing in 
east IS to be doubly protected, since goods from the cstablisncd 
north-west will have ready access to the small market o 
Kelantan 

The very considerable changes m the economic funcuo 
of Penang, which, although apparent in pre-w-ar >cais, have 
become most marked since about 1950, raise the queoim 
of the relevance of the contmuiog free port status of the man 
As analysed in Chapter 3, freedom of trade was a basic factor 
in the growth of the colonial economy and contnbuted a very 
great deal to the economic development of Malaya, at leas 
until the Fust ^Vorld War The disadvantages of some aspects 
of the open economy became apparent between the waft 
(Chapter 4) and when the Malayan Umon was constitute 
as the first attempt to re-cast the pobucal structure of Malaya 
m 1946, Penang was mcloded m the Malayan customs area 
This drastic break with tradiPon roused considerable op- 
position, as did the whole concept of the Malayan Union 
itself of course, and free port status was restored, but to the 
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utand only The situation vtas reviewed in 1956 by a ^Vorking 
Party'* wliose recomtnendatioa was that the island should 
remain duly free, a conclusion strongly mflucnccd by the views 
of the representatives of the three Chambers of Commerce 
(European, Chinese and Indian) This conclusion ignored 
the cifccts on the island’s indmtncs of cheap duty Ircc imports 
from overseas which already were restricting Georgetown’s 
range of possible manufactunng,* the uneconomic nature of 
raw matcnal imports irom mainland Malaya oinng to the 
export duties on commodities such as rubber and copraf, 
and the customs barrier that surrounded the obvious mainland 
rnarbet^ By tlie late 1960s as the entrepot trade, die traditional 
r<m»n d’hn of free port sutus, conunued to decline as a pro- 
portion of total trade, the anachronism of the position of 
Penang uland outside the customs area became even more 
apparent and it came to be assumed, at least m trading 
circles, that &ee port status would m due course be withdrawn, 
and the withdrawal accompanied by the" provision of ex- 
tensive duty free zones and warehousingfaohues and provision 
for the prompt draw back of duty already paid on goods 
tubsequendy re exported The abohbon of the free port 
status of Penang island is not likely to aiTect the shiB of 
economic emphasu already noted from island to mainland 
but It could well assist mdustnai growth in Georgetown 
which has been practically stagnant since 1953, despite the 
existence there of the largest single concentration of population 
m north Malaya 


II SIKGAFORE 

Trait & Industry tn the Colamal Pmod 
The foundation in 1819 of the East India Company’s 

* Cu<a were reported tn Uie late 19S0e oT Honx Kong and Japacae ihoe* 
costing half tile Penang pnee, of Thai bee-boon (a nee-flour vertruceUi] of high 

K ' ty and (ow price causing the cloourc of local raclonei and of cheap canned 
from Singa^re creaung stiff cosopebbon for local cannenes “ 
t Ceorgdown oil tmherr hav« ai>>aw (died on imported copra erpraalJy 
foom Sumatra, and the export duty oo the mainland Malayan copra rcinfoixed 
this dependence which in view of the dedme in the entrepot trade is undeairahle. 

t And whidi tubjecled even weekend si oppert from ihema ml s nd lolheleoium 
and irritation of customs eaammatioa and the payment of duty on the most 
ordinary dotsatic purcliasea 
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sclUcmcnt oa Singapore uland was, as seen in Chapter 3, the 
outcome pnmanly of Stamford Raffles’s rcaUaaUon of the 
limitations of tlic locauon of Penang for the purpose of for- 
warding Bniain’s commeraal interests in die 
The \cry great commeraal progresss of the colony, which 1 m 
I t rapidly to outgrow Penang and in due course to b^mc the 
major trading centre in South-east Asia, peopled by the 
largest single concentration of overseas Chinese, is the basic 
factor underlying both Singapore’s poliucal difflculucs vis-a vis 
peninsular Malaya and its emerging role as the pnnapaJ 
industrial area in the region . , 

Singapore island, some 24 miles by 14 miles in size, is roug y 
lozenge shaped with a coasthne indented by broad estuano 
that arc tending to become mangrove swamps and is separat 
from mainland Malaya by the mile widejohore Strait Intninvc 
gramte, pnncipally m a squarish north-central mass, uodcrucs 
more than half of the uland, which stnicturaJly is a wntinuation 
of the folds that extend southwards from Gunong Tahan on tn 
Pahang Kclanian border, but outcrops rarely at the surface 
On the mam central mass of the island the rehef is low, 
and smooth, though the surface, with an average height o n 
more Uian 200 feet, is broken by a number of steep him 
described by Cobby as monadnocks standing above the an 
vanced pcncplanation of the Sunda platform ^ 

central gramte mass occurs a sequence of sandstones and 
ivhich dip steeply away from the granite and on which as 
developed a typn^ scarp and vale landscape. To the extreme 
south west of the gramte, a valley along the contact zone is 
succeeded by the 250 feet high Mt. Faber Ridge, an «oaon^ 
scarp, broken by transverse valley inastons, that can 
recognized bcj'ond Keppel Harbour m Blak an g Mati islan 
East of the gramte hes a hundred foot platform of alluvT 
debns that reaches the south-east coast as 80 feet high dins 
and that probably evolved from a mainland drainage system 
during a higher sea level phase 

The imUal harbour of Raffles s settlement consisted 
extensive bay on the south coast that extended from h t 
Palmer (about one mile south south west of the mouth of the 
Singapore River) and readied across the nver mouth to the 
Kallang Basm The banks of the Smgapore River developed 
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as the pnncjpal focus of warehousing, especially the present day 
Boat (^uay area on Uic nver’s nght banL, and commercial 
activity spread to neighbouring 'Commercial Square (re» 
named RaOlcs Place in 1858) By 1830, the tovm and its 
harbour faahtics had spread westwards along the coast, 
the latter to the sheltered channel between the coast and the 
islands of Pulau Dram and Blakang Mau shipping anchored 
m the Roads between the mouths of the Singapore and 
Rocliore Risers and goods were landed across the beaches or 
on the banks of die Smgaporc River near wfEich the earliest 
Chinese setUement grew up 

Raffles’s Singapore, as already desenbed earlier in ^ 
book, attracted boUi commerce and setders very rapidly 
Tlie majonty of immigrants were Chinese of a vanety of 
dialect groups from South China but with Hokkicos, Cantonese 
and Ticchius prcdominauog Raffles planned hu aty on an 
elhmc basu with particular duincu for particular raaal or 
cultural groups The European town was placed on a fairly 
extensive and welWramed site adjacent to the government 
area, whiclt was established on die north of the Singapore 
River The Arab and Bugis zones were confined between the 
coast and die Rochore River, beyond which lay a swamp, 
where die sea fanng Dugis could take advantage ° * 

nver mouth and coasdinc. The Chinese, who. Raffles 
presumed, ‘from the number already settled, the 
peculiar attractions of the place for that industnous 
race . wiU always form by far the largest poruon of 
the commumty’,** were located next to die merMntile 
estabhshmenU on the south bank of the Singa^rc Rivct, 
wlulst the Indians were given an area also fairly c 
to the commercial core with a nver frontage of over a 
quarter of a mile *® _ . j . - 

The attraction of Singapore for the Chinese was biued to a 
considerable extent on the advantages to be gained under 
die govemment of the East India Company that they had 
come to grasp during the previous ^rty three 7'“ 
Penang's existence The readiness with which H'' 
welcomed to the island all newcomets who “ 

contribute to the expansion of »u commerce . 

by the ideal location of Singapore as a centre for the nng o 
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Chinese trading ports m the western Nanyang * pro- 
poruon of the total population represented by the C^ese 
grew rapidly (Table 2) By 1840 they %verc half the population 
of the colony and outnumbered the Malays, the next most 
numerous group, by two to one , c l ♦ 

Singapore’s early function as an entrepot for the Southeast 
Asian region, serving as a coUecUng centre for the produce 
of the archipelago and as a distributor of the manufacture 
of Europe and North America, was earned out with hmit^ 
harbour facihtie, depite the generally contmuing growtn 
m the volume of trade Apart from the cargoes and pass^gers 
that were landed direct from the mail steamers at wharves 
m the so-caUed New Harbour, between the south shore « 
Singapore and the small islands off the coast, as late as 
most goods were soil handled along the banls of the Singapore 
River, cspeaally m the circular basm formed by the nvtf 
between its mouth and Elgin Bndge a quarter of a c 
upstream The nght bank of the basm. Boat Q.uay, was Uned 
with a complete crescent of godowns and almost the entire 
nver frontage alongside them was taken up with t^ loading 
and discharging of hghters or tongkangs which femed ca^o 
between the godowns and the ships at anchor in the harMur 
It was estimated that, m the mid-1860s, three quarters of c 
island’s trade, valued in total at some £12 milhon sterling 
per ann um (p 76), ivas bandied m the Singapore River 

The trading boom of the 1870s that followed the opening 
of the Suez Canal and the Imking of Smgapore to London 
by telegraphic cable (p 76) stimulated— as it had in a smaller 
way in Penang — a considerable improvement of Singapore s 
waterfront facihties During the 18603 the increasing use 
the sheltered channel of New Harbour by the steams p 

• IVana Gungwu desenbes the Ousoe dJviBoa of the Southed 
mto the eastern and western NanyanR by an un ag n tery hne nor^-sou th 

the centre of Borneo. To the east of the line, trade was centred on Curort 

the west, where exated commeroaUr mote developed temtono 
a centre satisfactory to the <3i»n«e. Since the decline of 
before the fiTteenlh coitury and mice the fall of Malacca to the 
r;h.nw had moved uncertainly to and from Siam Johore and Java. By 
years of iheeighteoilhand the first decades of the nineteenth 
had closed ih^ nng of trading ports ut the western Nanyang by estabwn^ 
seltlanaits m the Samhas in west Boraeo in Bangla Bilhton and in ine 
Lingga archipelago and several more on both tida of the ScraiB of Mal^»- 
For ^Katfi of port! both Batavia Penang were comparatively remote. 
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compamcs bad been accompatued by the banding together of 
commercial mtcrests to improve port faahties, and the Patent 
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iraOic increased aAcr 1869, the Tanjong Fagar Dock Company 
expanded its facdiucs m the ii>cstcm anchorages — now known 
as Keppel Harbour — and subsequent amalgamauons led 
to Its acluc\emcnt of a \anua] monopoly of the port ser\ices 
except for Uiose provided b> thePcmnsulaandOnent Company 
A clear division of the port subsequently emerged, with Keppel 
Harbour handling ocean borne commerce and the bigger 
vessels, and the Singapore River and Kallang Basm, at the 
mouth of the Rochore River, handhng island trade earned 
by local craR A direct road link between Keppel Harbour 
and the commercial centre of the port was not constructed 
until 1878, however, when the Settlements government began 
to reclaim Tclok Ajer bay and to build the Anson Robinson 
Road (Figure 22) Until this tune, ninety per cent of goods 
landed had finally to be transported by lighten ** Despite 
short Uved steam tramway services, an initially unsucce^ul 
attempt to obtain on extension of the Singapore^Kranji 
railway through the town to the docks*, and even plans for a 
canal, bullock carts and handcarts constituted the pruapal 
means of conveyance of goods between the docks and the 
commerual centre of Singapore until superseded by motor 
transport in the 19209 Slow and bulky, the buUoid: carts 
created great congestion as the volume of traffic grew, and 
were very subject to loss of goods by theft ** The extension 
of the Smgapore-Kranjt railway southwards from the Tank 
Road Station in 1906-07, was of no assistance in casing the 
traffic problem between the docks and the city centra since it 
entered the docks from the west and merely served to link 
the wharves with T ank Road 

The most significant aspects of Singapore’s trade between 
the opemng of the Suez Cuia] and the Fust World War were, 
as they have already been seen to be for Penang, a very 
considerable mcrease in volume and value and a gradual 
re-onentauon, with the Malayan peninsula emerging as the 
major single trading partner As was noted carher (p 202), 
changes m the exchange value of the dollar make comparisons 
of the value of trade over a number of years misleading, but 
the nearly sevenfold increase in the tonnage of shipping 


• Singapore wai linked by nulway to Kranji. on Ibe Jobore Strart. in 1902 
with the aty terminui m Tank Road (now put of n^>nrfaii Avenue) 
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cleared with cargo between 1878 and 1911 (Table 38) is a 
fair indication of the expansion of Singpore’s commerce 
over the pcnod The growing importance of the Malayan 
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mi 

1886 

JS91 

ms 

1901 


1.923 
2.230 
2.866 
3.433 
4,126 
4,713 
4 993 
3.424 


1,048436 

1.621,632 

2,290480 

2,609406 

3427.286 

3,133412 

6,139436 

7,1^428 


Impati 
($«») 
47459 3 
70,699 7» 
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1034122 
137468 8 
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2524345* 
283.192-4 
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A) dolUr^ucd «t 3*. 94 MtUac 
(e) dolUr vklued «t 2i 44. KerUof 
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£r^oilr 
{% 000 ) 
40421 9 
384012 
60478 6 
91,725 5 
135,1263 
213,108 8 
228.8727 
240480 9 


Total 
($ 000 ) 
874813 
128.7009 
137,856-2 
194,737 7 
293495 2 
467437 1 
481,707 2 
323 4734 
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Netherland* Indie* 20 

China 2 

Japan 1 

U.S.A. 1 

Other Foreign 14 

Other Bnt. CoU. 23 
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21 18 


WITH vAiuov* Rjiclow, 1878-1911 
1891 1895 1901 1906 1911 


30 18 18 17 17 


23 18 17 


17 21 21 20 
13 14 16 13 

&Nn> Strait* SctO anfii t* Blue BmAa 

peninsula to the trading acuviiy of Singapore is 
from Tabic 39 By 1895 a Urger 

trade was earned on with the Malay *ta a /Table 

Umttd Kingdom mdt »i>d » »»" dcuiltd aMlpo (Tabic 
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40) of thu trade thov.i llul it uai predominantly earned on 
Mlh Uioie nates whose primary exports of tin and plantation 
products were rapidly growing Trade with the Netherlands 
Indies was becoming proportionately less significant, but 
only to a mmor degree, and its actual value continued to nse 
\ significant in trade with the other Straits Settlements 
reflected tlic increasingly independent lints being developed 
by Penang, and Uic decline of Malacca ns an entrepot for 
central Malaga as Uic centre of economic gravity moved nortli 
to Selangor Trade with China, an important element m 
the commerce of early Singapore, had become much less 
sigmflcant, and Japanese trade, though crrauc m the pr^ 
portion It contributed to total Singapore trade during the 
period under discusuon, was growing considerably in tout 
value. It was particularly large in die lS90s when coal ship- 
ments from Japan to Singapore increased phenomenally, owing 
boUi to the relative cheapness of Japanese coal compared wim 
Welsh and apeoally to llie hfuog m 1885 of a ban previously 
placed on lU storage at Taojong Pagar 
As was true of Penang, the censuses of the Straits Sciucinents 
in the late mncleenlli and early twentieili ccniunei give 
tan talisin g staujucal glimpics of thc industrial activities of 
Singapore wiUiout providing material adequate for the 
construction of an accurate picture of the port’s manufactunng 
status The censuses of 1871 and 1881, whidi give a break 
down of occupations, show an increase of 45 per cent, in 
commercial employment in Smgapore, a percentage incrc^c 
proportional to total population growUi over thc decade, 
whilst industrial craplo)mcnt grew by only 13 per cent , but, 
as commented carLcr (p 201), 'industnal as a desenpuon 
of the occupauons so classified is rather misleading, since a 
large propomon of this category, in both years, was made up o 
boatmen, fishermen and labourers In 1891, 1901 and 1911, 
tlie return of occupauons was replaced by a return of rnanu- 
facturcs, which had Uic advantage of providing a clearer 
picture of the types of manufactunng earned on in Sinpporc 
but failed to provide a measure of their relauvc conUibuUons 
to the city’s economy Thc picture that emerges, however, 
as desenbed in Qiapter 3, is of a city whose manufactunng 
was limited to a narrow range of food and dnnk processing, 
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Ac provDioi. of buJAns malEnab and “f ““I 

modmcs such as soap and pott^ TIic 
m Ac breakdowns of manufacturing 

and 1911 arc a deebne m Ac ^ „„ nnlh 

and packing prenusa, of sago manufactona ““ acuvmcs 
(Ac resulf, presumably, of Ac concentrauo increase 

into larger, more highly „„ estabhshed 

in Ac number of sawnuA In 1887, h , 

Ac Straits Tradmg Go’s Im smAing ™ ^.^.^DAing 

(p 91), whiA became Ac pnncipal mdustnal unoenaAmB 

■“S'cT;'r. of agncullural p^uce 

especially from Johore, whose Chmese gambiCT j*J,oA 
planters were pioneenng Ac souAem ^ 95-96), 

Lasn m Ac second halfof Ac ninelecnth Jb 

was an important element m Sin^pore ^ mm 

wT. and Ac .DC of Ac mbher P>“-“5 “^“’^^'^^1^ 
of Ac century added to Ac ports “"‘""“^t.^dustry 
important during Ac b<»m penod -mmng influAce 

between 1900 and 1910, ^Tc^wAcf Ae 

of Singapore as a rubber market Imtially, Ac ^ 

Singapom rubber trade was slow because esu^^d AM 
rubb« in London, but in 1908 scseral 

selling small quanuues m Su.ga|»re, i Aop. 

were also selling some of their lower grades uir g 

Ia"l9n. the &st local mbber auc^n hdd 
by the Singapore Rubber Assoaauon, and 
World War. when Undon 'rr>,.dTTlibbcr 

pended, Singapore became well established as 

“ By Ac end of Ae Fust World War, Ae paKem of 

ttade had clearly taken a new Aape The 

emphasD on mainland Malaya as iB P^^ mating 

was strengAened by Ae increasing solumc a, a 

from Ae peninsula and, mA Smgapore now 

mbber seAng centre, Ae port began to P”’(^'= „ md 

eraAng, packing and processmg funcuons The „ 

SLitenaiee need, of Ac poet, budAng and coAmcBon 

acuvity and consumer demand began “ mnate 

manufactunng acuvities, but trade continued to 
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the economy 

Commcraal and finanaal services for the ex 

panding trade were proMded by predominantly Bntish 

owned commcraal houses and banlcs, which mostly grew out 

of small nmetccnth-ccmury merchanting partnerships The 


TABUS 41 
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1919 
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19X 
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7243 

16144 

1921 

484 8 

415 8 

900-6 

1922 

456-3 

415-0 

8715 

1923 

580 3 

512 8 

1093 1 

1924 

636-9 

551-0 

1 188-0 

1923 

10015 

8999 

1 901 4 

1926 

997 1 

874 8 

18716 

1927 

930 6 

7916 

1 722-2 

1926 

647 8 

5175 

1 165 3 

1929 

640-2 

511-0 

11512 

1930 

5196 

392 6 

9122 

1931 

330 6 

273 8 

604 4 

1932 

2841 

210 5 

494 6 

1933 

254-0 

230 6 

4847 

1934 

335 6 

305 3 

640-8 

1935 

335 6 

3190 

6546 

1936 

335 5 

335 9 

6914 

1937 

469 2 

4561 

9252 

1936 

3613 

3(0^5 

6718 

1939 

414 9 

405 8 

820 6 

Smnts StiaiU SettleneiU* R<nirro«r imports ud Ezpotw. Ktalsya, Returns 

of FotcifD Imports and £xporu. 



interests of these agency houses had 

expanded from the 

handling of the export trade 

in raw materials and import 

trade in manufactured guodsi to direct and indirect control 

of plantations and tin mines 

and the wholesale and retail 

distnbuUon of manufactures. 

Table 41 

illustrates the value 

of Singapore 

s trade dunng the inter war yean and, as was 

true of Penang on the smaller scale, its annual Ouctuations 
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faithfully reflected the viossiUides of the Un "X 

Low Jdmg value, m 1921 and 1922 were foUowri by 4e 

temporary recovery a.s°<aalrd wath the Stevemon .Arnold 

the ^ermath of the Bandoeng Pool and a 

over war aelneved m 1925 Therealler f net de^ “ 

reach a trough m 1933. when the total value of Smgapote s 

trade war the lowett smee 1910 The agency 

affected by the low pncca through their on P 

intermu as weU as through the fallmg 

which was exacerbated by the abihty of P"" ’ 

merchants to exploit the sinft m demand towa^ A«P 

manufactured products from Japan and China Most 


StN(iAi*oa* — Smi-cnM or Tradz, 193fi 
(m S thcnuRodi) 


ImperU 

67,309 33,947 

162,999 260 647 

43,632 3,768 


Cownodi^ Gnupt 

0 1 Foodi, Beverages, Tobacco 

2 , 3 , 4 Crude matenah, Fuels, Oils 

S 6, 7, 8 MaouCwtures 

N3 Ody eom««iiua^th. value II aa^ 

Sbi^c4 Hughes and You, pp. 10-lt 

agency houses were able to carry on through the 
yean, however, thanks to resources built up over many > . 

Ind It was the smaU Chinese and Indian traders and W 
unemployed who bore the brunt and bitterness 

depression ** . j « lOlfi 

An analysis of the structure of Singapore s ttade m iv 
fTable 42) reveals its continuing emphasis on the impo 
export of raw materials and fuels The import and expo 
rubber, and the import of tin ore and concentrate ana 
export of tm metal m blocks, in^ts, bars or sla^ 

the major proportion of trade m this category, but e 

also a substanual volume of petroleum products 

As a consequence ofits location and Its proximity to the o 

of Sarawak Sumatra and Netheriands Borneo, Singapore 
become a major storage and distnbuung centre for 
oils for the Far East, A&ica and Australia, with , 

on the islands of Pulau Sambu, Pulau Bukum and 
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Scbarok near the ^vestcm entrance to the harbour *• Paiucu- 
larly noticeable is the very small t^ue of manufactum 
exported, a fact which reflects not only the ent^e absence ^^y 
export-onented manufactunng but ^0 the very 
reSport of manufactured goods Most imported manu- 
factures (the largest single item being cotton 
were presumably absorbed by Singapore 
for Singapore's former entrepot partnen m the 
Asian region now were imported direct through ports such 
as Saieon, Batavia, Bclawan and Surabaya 
Diing the mterwar yean, the population of Smgapore 
grew eoLtently faster than did that of Maya as a whole 
Ke^Se oeLnses of 1911 and 1921, 
the island grew at an average rate of 3 2 pea ce P 
whilst the groivth rate of Malaya was only 2 3 pw etmt 
per annum, m the 1920s the dtfferenee was “ 

great, Singapore’s average annual rate btmg 2 9 p . 
compared wiUt Malaya's 2 7 per cent, a fact probably related 
to the influx of populauon to the west 
the prosperous years of the mb^r industry 
1921i Between 1931 and 1938, S“6”P°" ‘ 
at the high average rate of 3 5 pet cent per annum, dopda 
the depression and the quota on 

bom male Chraese The mcrea« dunog *e 1^93» w^ 
particularly marked amongst the Chraese and ““ 

muntues aid was very probably due to an tttflux 
labour from the maraland sUtes, where f ““ 

raternanonal tin and rubber control schemes were racteasingly 

'' By the 1931 census, the Chraese tomratraity made up toe 
quarter, of the Sragapore popnl.uon ^ 

?er cent, tn 1911 EspeeraU, tSefe femSes, 

w as the gradual increase in the percentage ot^nese com- 
who had made up only 26 ® ,g p nt by 1931 

mumty in 1911, but accounted for 38 P" ^ u 
The lack of quotas on alien Chinese father 

in^ 1938, as^een m Chapter 4 . contn'iut^to a further 

evening out of the sex ratio dunng e «bi 

There were vanous iraprovem«U to railway wLch 

facihucs m Singapore between the wars. The railway. 
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had reached Johorc Bahru by 1909, >>a5 extended across the 
Tohore Strait to the Kranji tenninus of the Singapore line 
on a causcivay m 1923 and, although this now gave the port 
direct rail communication with its pnnapal hmterlan , e 
traffic earned by the raduay to the harbour rcprescntetl 
only a very small proportion of inward or outward 

Under the Straits Settlements Ports Ordmance of 1913, 
the Singapore Dock Board, which had been formed to tai-e 
over the Tanjong Pagar Dock Co Ltd. and the New Harbo^ 
Dock Co Ltd , when these undertakings bad been 
by tlic Settlements government in 1905*, was supers Y 
the government-owned, self finan cing Singapore 
Board The newly created Board proceeded with the con- 
struction of the present Mam Wharves and the creation 
the Empire Dock together with two berths to the west ot it 
This work, which removed most of the prt cxisong " » 

was completed by 1918 SubsequenUy, other pn^a*®, 
were acquired and extensions earned out in the early 1 
In 1932 the Telok Ayer reclamation, commencement ol wmw 
had begun following a consultant’s report m 1901 and w 
had encountered heavy technical difficulties, was ^®P® . 
The reclaimed area consisted of a long frontage 
a tidal basin for lighters with depths alongside varying 
SIX to twelve fccL One mam mtenOon of the consOTcuo 
of the quays and basin was to draw busmess from t^ cv 
congested Singapore River — an objective not 
prunanly to conservaUsm on the part of the Chmesc and In 
interests ownmg godovvns and businesses on the Singapore 

River** In 1934, Smgaporc’s first civil airport was construct 

on land reclaimed from mangrove swamps at the mou o 
the Kallang River 

During the later 192Qs and early 1930s, efforts 
to improve the residential areas of the at), especially follow!^ 
the Singapore Improvement Ordinance of 1927 which vest 
plannmg and slum clearance pow ers m the Smgapore Improv^ 
ment Trust From 1927 to 1932 the Trust concentra^ 
chiefly on the laying out and widcnmg of roads and on 

• "nic two pmvate tindertafcmg* analgamatrd m 1899 woe uoible 
dcrelopmeiit oo the scale demanded bjr Malaya at the tune when it w» 
ihrohold of gnat econnmK! expanuoa. Hie govemmoit thwefore too 
over oa the payment of £3-5 nullioa rompentannn, 
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opening up of back lanes through blocks of back to back 
buildings Some sivamp land that had been acq^d for 
improvement was filled Housing for the general puWic. 
other than under improvement schemes, was not started 
until 1936, after the government was convinced that pnvatc 

enterprise could not tackle the job “ 

AlSough Singapore had more than doubled its 
between the outb?»ls of the F.nt and f ' Secondjtold 
Wars, the value of its trade m 1939, as a result “f >'>' 
was less than a third greater than it lud been m 1915 (Tabic 41) 
and the structure of that trade, as demonstrated by Tab e 
42, was still dominated by the import and export ot raw 
matcnals, the latter after some proccssmg 

outbreakofthe Second World War E H G Dobby summed 

up the economic role of Singapore by declaring 
m no case docs it add anything to value by 
funcuon is purely that of handling, forw^chnS, 
rcshipping, Leaking bulk, distributing, w^ecung- m o^er 
wor<£: acting as major earner of the East For^s reamn 
lU population IS one of go-betweens and bJ’wwk « 

proL u more of a commisuon than value added by work 

The only sign of manufacturing was the recent 

Bau ShL manufactories to make use of lo^ “ 

idea which had 'been tried before and failcd-so 

the natives prefer to go barefoot, and freight costs on piece 

goods defeat any advantage of cheap local manufacture 

Singapore since ihc StcOTid World War 

The major economic changes ^at have been brought 
.bout m S,ng.poro s.u« 1950 have bcB. ducussed » OiupUr 
5, tmd .t »=ct».ry hero pnmtudf to 

of the specific devclopnicnu that have taken p 
port’s trading acuvitiei and m lU urban ^ 

m relauon to harbour and indu.mal f""* J W'" 
trade smee 1950, when in general it >‘»V Trjicel that 
pre-war position, necessanlp reOecta the structure 
have hem taking place u. the nlands 
date and also certain, probably mairiy 
to trading patterns caused by political cve , pceiaJ 
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cbaractenzed Port Swettcnbam’s role In the pcnod pre- 
ceding the Second ^V'orld War, imports passmg t^ugh Port 
Swettenfaam consisted mainly of foodstufis (espcaaily nee), 
machmery, constructional material, coal (for the railvray 




Port SwsrizMtAw— T oskaoes Hakdlzs, 191 1-1938 
(lo long tom) 


lea/ 

lenpartt 

Exports 

Total 

t9lt 


37470 

245,464 

1912 

219/137 

44469 

263,606 

J9I3 

25a,Si2 

53,795 

304,647 

1914 

233.046 

53/414 

286,460 

191S 

171445 

53442 

224,887 

1916 

159421 

58,670 

218,191 

J917 

144467 

64428 

208,495 

1918 

133,422 

60,157 

195479 

1919 

MI475 

68405 

210480 

1920 

1S44U 

68417 

252428 

1921 

140434 

63,415 

69471 

204449 

1922 

134,764 

204,035 

1923 

184,660 

71,716 

256476 

1924 

229,436 

74437 

303473 

I92S 

272489 

87,129 

360418 

1926 

347.456 

107,401 

454457 

1927 

418,945 

93460 

512405 

1928 

469,700 

126,833 

59^533 

1929 

440,779 

161,059 

601,838 

1930 

372,413 

I39.09I 

511404 

1931 

254,725 

120,496 

375421 

1932 

192,540 

115.673 

308413 

1933 

204052 

148,678 

352.730 

1934 

249413 

149498 

398411 

1935 

262,751 

133412 

396.663 

1936 

309445 

141445 

451,183 

1937 

400,749 

169,806 

5^1455 

1938 

384490 

152468 

537,158 


Sever Stoa Ina Jiauluidui <196S) 


and potter staUoa especially) and manulacturcd products 
Exports were dominated by rubber 
The functional role of Kuala laimpur befvtecn the First 
and Second ^Vo^^d Wars remained essentially \vhat it had 
been before 1914 By I9II, its population bad reached 
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nearly 47,000 (Table 28) and Gommcrcjal prcnuscs, rcsidcntirU, 
*opLd .eniced house. ..ere bade on an mere«.ng .cede 
in Che .can 1905 to 1915 The duuneuvely styled railway 
stanon and government office, had also 
By 1921 die nopulauon had increased to over 80,000 and had 
reached more tlian 110,000 by 1931 Urban detdopmenb 
with associated toad improvements, took place V 

in the later 1920s, particularly m the business and commeraat 
central area and in residcnual areas TIic tfniporary imp^e* 
ment m economic condiuons, assoaated with e i p 

mcniaUonoftlieSlcvcnsonschemeandlhcnsemunproducuon 

as increasing numbers of dredges came into opera on, v 
culminated m the minor trade boom of 1929, was dearly 
the undcrhmg cause of this expansion The city, despite 
Uic degree of stability no doubt conlnbutcd byitsadnunistrauvc 
funcuon, vs as still economically at the mercy of Us cx^rt 
economy whose flucluaung fortunes determined the inllow 
and outflow of aUen immigrantt” as wdl M the « 

many of its commercial undcrtakmgi The lack " 

name economic funcuon that could patually cushion the 
efiecu of the unstable income earned from the production 
and export of primary producu was as apparent m K.uala 

Lumpur as it was in Penang and Singapore 

Port Swettenham’s fortunes reflected those of Kuala Lumpur 
Its highest tonnage being recorded m 1929, and the prcMurc 
on lU facihues in tlus short boom penod highlighted Uicir 
dcficicnccs A scheme was envisaged for the Mnstnicuon 
of addiUonal wharves on the cxisUng site, but the mpen 
Shipping Committee, which reported on Port Swett^am 
m 1931, recommended the construction of all new w arv 
at Deepwater Point The rapid worsening of the economic 
sHuauon, however, cITceuvely prevented any immediate 
erpansion, and the Second World War WM quieUy to put 
out of court any developments that might have Howe 
the improvements in trade that were becoming apparen in 
the late 1930s 

huda UmpuT-FoTt SitilUnkam swa the Second World War 

The emergence of the Kuala Lumpur-Port Swettenham 
axis as the major zone of population concentration in penins 
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road and rail construction that luiks it with that belt, and wiA 
the Straits ports at each end of it The seiccuon of Kuala 
Lumpur as the capital of the Federated Malay States, certainly 
strongly influenced by this nodality, gave the town a national 
political and administrative function, that accelerated its 
growth and that became of very considerable adjtional 
significance upon the creation of the Federation o aya 
m 1948 and its subsequent independence in 1957 
Dunne its penod as capital of the Federated Malay States, 
Kuala Lumpur had acquired a role as distribution and finanaal 
centre for much of Malaya’s trade, though always subject 
to the commeraal dominance of Smgapore, and as the scat 
of a legislauvc council and centralized colomal admuustraUon. 
These roles were strongly reinforced after 1957, when finano^ 
and commeraal independence from Singapore was sought, 
and when the new nauonal capital was required to sci^c as the 
physical symbol of nationhood, as well as the seat of govern 
ment The economic pohaes of independence, however, 
especially those relating to industnahzauon, gave CMtrai 
MaUya, and parucularly Kuala Lumpur, an addiuonal new 


The stimulus given to mdustnaiization by the nauonal 
development plans and supporting IcgislaUon led, as m 
been seen in Chapter 5, to the establishment and growth 
of a range of import subsUtuUon mduslnes, for the locauon 
of which the populaUon cluster of Kuala Lumpur, vnth its 
good distnbuUve network and its funcuon as centre o c 
bureaucracy, was a major attracuon The cxisung industnai 
functions of Kuala Lumpur were located m suburban 
just beyond the aty’s commeraal core, cspcaally at ru 
Bnckficlds and Sentul {Figure 24) and mai^y consisted 
of railway workshops, engmeenng, sawmilhng and the fam ar 
range of ‘naturally’ protected metropohtan consumer industnw 
EUewhcrc, smaU mduslnes and repair shops were located 
amongst common retail and service faahues 

Although land was available for mdusmal purposes m 
Kuala Lumpur and new manufactunng concerns were 
established m vanous parts of the aty, many of tlicm un 
authorized and occurring m residcnUal and 
quarters,** the pnnapal expansion of industnai ac vity 
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took place in the KJao^ Valley; some five oules from the 

city centre, in Petahag Jaya Petaling Jaya was first conceived 



as a new town and approximately I 200 acres of land were 
acquired m 1952 by the Selangor State Government with the 


F gure 25 The KJsng Valley 
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mlention of developing a mote modem and more agreeable 
mode of urban bving, for at least some of the state’s population, 
by combining the locations of uorh, residence and recreation ** 
Development, m Cict, began m die form of a squatter re- 
settlement scheme m an attempt to solve the problem of 
rc»housmg the large number of migrants from the countryside 
who had established themsehes illegally on vacant land in 
and around Kuala Lumpur cspcaally as a result of the 
Emergency The availability of loan finance for private 
home construction soon led, however, to the construction 
of extensive areas of high quality bousing that contrasted 
most markedly with the mediocre, low cost timber dHelhngs 
of the resettled squatten 300 acres m the west of the town 
were set aside for industrial use, but response from industries 
m the early years of Peuhng Jaya was poor — by tlic end of 
1955 hardly 6 acres of this land had been taken up *• This 
may have been due to the availability of industnal land 
m Kuala Lumpur itself, but probably mainly reflected the 
hmited progress m mdustnahration m Malaya m general 
at that time 

At the bcgmmng of 1955, the functions of adnumstenng 
and developing Petahng Jaya were handed over to a statutory 
body, the PetaUng Jaya Autlionty Empowered to raise 
loans for developmental purposes, the Authority proceeded 
to acquire land for an ambitious development programme 
until It eitlier owned, or managed on bchalfof the slate govern- 
ment, about 4,000 acres Rubber was cleared from the estate 
and small holing land that had been acquired, roads and 
drainage were put in, lots demarcated, and some factory 
buildmgs constructed for renting on the 300 acres of industrial 
reserve Land for budding factones was made available 
at an economic pnee From 1958, the combined effect of 
the Authonty’s activities and the Federal Government’s 
mdmtnal poliaes created an upsurge in investment in manu- 
facturing industry at Pclaiing Jaya and the rapid taking 
up of factory sites 

By the end of the First Plan penod m 1960, more than 150 
factory Jou had been sold to entctpnscs producing processed 
foods, beverages, tobacco, pharmaceuticals, paints and chenu- 
calls printed matenals, tin containers, plasucs, dectncal 
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appliances and construction matcnals About 80 factones 
bad actually started production. The inmal 300 acres set 



Figure 16 Pctaling Jaya — Resideutial building continues to 
spread, espeoally on tbe western side of Petaling Jaya. 


aside for industry at Petaling Jaya proved inadequate to meet 
tbe growing demand for £uaory sites and a further 300 acres 




MAJOR URBAN CONCENTRATIONS =59 

was allocated for mdosmal esc of toe “ ““ 

ongmaUy proposed for housing CFigure 26) 

walless ideally located than the tot area 

served by rad Lt tt had good road and 

federal highway that Imbed up A second 

Port Sv^ettenham and sites were quickly taken 

smaller estenston, of about 100 acres wiu Sre 

numug land and opened up “ "t j j, the Federal 

miual industnal reserve, but separated fro y 

"■Atto end of 1966, aU 700 f wnTe^^^^ 

been allocated, and apart from a .ndustnal use as 

raining land tlial was being reclaimed fo r-ctory land 
well i for low cost housing, there “ ”“r ^'Suh 

m Petalmgjaya uuj iem granted pioneer 

meat of 207 factories, of which 42 had been gr 
certiilcates which were employu^ 

"“i^rlyas 1961 h Tw lat^rgoit^^^^^ 

land than could be provided at PetalingJ g jf^gor S»te 
needed in the Kuala Lumpur region ai^d the beia^^^ 
Government sought addiuowl land fo outside 

second industnal esUte* J others of 

the Klang Valley ran into fmaUy 

transport and water supply Cm^ petalmg Jaya and Klang 
selected lay at Batu Tigat, , , v allocated and 

(Figure 21) By nud 1968 33 pS^S -“''V 

10 factories wm ^ready m p ^ north 

1,500 people The Batu n'-hway and on the south 

by the duJ so^ed twth eleclncity md 

by the radway hnc, and is ,,o]l be lantcr than Petahng 

saansor Sute Development 

S.‘SSuau.u. R»e (w. P. S»1 



26 o trade and dsvslofment in ualaya 
Klang Valley increased the demands on the port facihuca 
at Port Swettenham, the \oluine of cargo passing through the 
port having almost doubled betsveen 1957 and 1965, whilst 
die political separateness of Singapore and peninsular hfalaya 
since the Second World War* was a further stimulus to the 
Federation Government to develop its ovvn national port. 

TABU 47 

Port Swettinkaw— Tonkacu Kakdlzd, 19S7~1969 
(la tbousAodcoTlonf tom) 





Over Port (tlomi 

Fori 

Pncaia 

Total 

As rf 


Drf 

Ltqia4 

Total 

Short 

HTbrsu 

In Pott 

Shipt 

JSJ7 

900 

310 

1,210 

12 

112 

U34 

1.509 

tus 

8S8 

309 

1,167 

22 

105 

1.294 

1,733 

1959 

888 

319 

1,207 

19 

105 

U31 

1,798 

1960 

J.003 

3M 

1,367 

21 

227 

1,613 

1,746 

1961 

998 

392 

1,389 

23 

277 

1,689 

1439 

1962 

1,058 

459 

1417 

28 

364 

1409 

1,740 

1963 

hiss 

473 

1628 

28 

373 

2,029 

1,727 

1964 

1,152 

365 

1,517 

26 

497 

2,040 

1.7» 

1965 

1,229 

386 

1.616 

27 

630 

2,273 

2417 

1966 

1,260 

440 

1,700 

28 

400 

2.128 

2,077 

1967 

1,390 

421 

1411 

44 

624 

2,479 

2,413 

1966 

1,563 

478 

2AMI 

40 

9)7 

2.999 

i590 

1969 

1,822 

477 

2499 

34 

l,Wl 

3 373 

2,644 

Scuiu 

Fort Svettenhua Aulhonir 





In 1950 some 

41 per 

cent of peninsular Malaya’s 

impons 


and 43 per cent of its cxp>orU passed through Singapore, 
but by I960 the proportion bad decreased to 39 per cent and 


29 per cent, rcspecusely, and to 23 per cent and S per cent, 
by 1969 t 

In addition to the population and industrial growth of 
the Klang Valley and the increased productivity of its rubber 
and oil palm estates which generate most of the addiUonal 
trade, improvements in communications — espeaally roads — 
since the Second ^Vorld War have enlarged Port Swettenham’s 

* Except lor the tbort penod of 1963-6> »hai Siagapoie xxs put of the 
Sfalxnixn Fedenoon. 

t Figures do not include iraporU onguuong m Singspore or oporti destmed 
(orSiogspore 
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hjMcrland The consuucnon of the Maran-Tcmetloh road 
m 195S and Uie improvement of existing roads pcrimucd 
die extension of Port Swettenliam’s hinterland eastwariU » 
far as Kuantan and Kemamon, so that a large pro^ 
of eommereial aeuvity in the state of Pahang oo"’ 1>“ ® 
external hnls ihrongh Pott Svsett^iam P”' 
has nosv effecnvely taken over the trade of Port D 
for virtually all commodmea except petroleum 
a fact probably related, at least m part 
1936 of the surcharge formerly levied by the P" f 
Shipping Conference (p 251) whidi gave Port SwetteiAam 
a decided advantage ov er the smaUer ports of central Malaya 
including Malacca* and TdoL Anson 

Hie very considerable increase m Uic volume of ^ade 
passmg through Port Swcllcnbam was already 
severe pressure on the port’s capacity m ^ue 

1950a Ld the cxpectanon Utat tins hend 
as the Klang valley atuaeted more industry W “ ) 

madeaddiuonalfacdtuesessenoal TheonpnaUKualaWan^^ 

■tte of the port, now known as the Old Port, had just over 
1,000 feet of deep draught wharf for ocean S'""* 

1958, and although there “f , “w 

tlus wharfage, ^e unmedtate needs 

eonsntlng of the addiuon of a coastal id 

™th train shed, three hghlentge jetnes wtth 

addtuonal open storage yards, to ttde over an mteno perron 

until a new Site had been developed anthonzed the 

In 1956 the Federal UpUuve on 

construcuon of addiUonal fe^ues j-yjopment project 
the North Klang Straits as a bng ‘“J again m 
The site onginally recor^ended therefore was 

1931 by the Imperial Shippmg Comnutt , 
finally io be devdopedf The project, begun m 1957. was 

. „ tt b. =nbl.J»l .t MMser. m« 1 P«t “ “ 
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iiuually to provide three berths, each 580 feet long, to be 
constructed on piles along the 6-fathora Unc Wiarvcs, 
200 feet Wide, were to cany two rad tracks and transit sheds 
and to be connected to the Old Jort by a conitiiaci road rad 
approach and a bascule bndge over the Klang River The 
New Port started functioning in 1964 The ongmal plan was 
modihed to provide four berths, and further developments, 
m>olving the reclamauon of 40 acres of land, are scheduled 
By the end of 1972 it is planned that the port will have been 



provided with further berUung facihoes for both conventional 
and container ships Goods bandhng is fully mechanized 
Although both the Old and the Ninv Port are equally 
equipped to handle imports and exports, a division of functioiis 
currently operates i«lh the Old Port handling exports and all 
liquid cargo (latex, palm oil, coconut od, petroleum products, 
alkane, tallow and fuel 01 ]) and the New Port handling 
mainly imports The Old Port is also equipped to handle 
bulk wheat which is conveyed direct to the Federal Flour Mill 
A significant trend m the pattern of Port Swettenfaams 
trade that has become apparent m the 1960s is the achievement 
of a more even balance, at least is team of \olnnie, between 
imports and exports \Vbcreas (p 252) before the Second 
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World War import tonoages rtguJarly represented between 
65 per cent and 75 per t^t of total trade, by 1967 their 
percentage had fallen to 55 per cent Rubb^, in sheet and 
latex form, was still the pnoopal export in 1967 (]^0> 
timber, iron ore and palm oil were exported m large quantities 
Zmpoit trade was dominated by general cargo and petroleum, 
with chemical fertilizers, iron and steel and food imports also 
major components 

Port Swettenham's function u essentially that of handling 
the varied imports and exports of the Klang valley and its 
own mdustnal role u very liimtcd In addiuon to the dour 
null m the Old Port, however, a wood chips factory has been 
established in tlie New Port and a Un smelter was opened 
at nearby Klang in 1964, a venture byjomt Japanese Malaysian 
capital, which suspended operations indefinitely at the end of 
1969 owing to its doubtful ability to maintain suSloent 
producuoQ to operate ecooonucally A provisional plan for 
the Klang valley region, though not yet finalized or olficially 
adopted, suggests the designation of considerable areas between 
the Old and New Ports as industrial land, a location that would 
seem generally appropriate for processing of imports or any 
ultimate heavy industry 

The Klang valley, from Klang Gates to New Port, Port 
Swctienham, has already emerged as Malaysia's premier 
ccononuc axis and the economic advantages to be denved 
from location in such a core area suggest that it is likely to 
continue to attract secondary industry more readily than any 
other part of peninsular Mjdaya. In view of the dcsirabihty 
of building os strong and economic a manufacturing sector 
as possible in the national economy there seem to be no grounds 
for other than assisting thu development, though at die same 
time recognizing the need for careful and informed overall 
planning of the region to ensure the provision of essential 
services and amembes and the avoidance of the many familiar 
problems evident in older established urban mdustnal regions 
cUewbere m the world 
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Appendix i 
oEFimrioNS 

1 Gtegropkual as astd iff tkn hook 

Maiaya — G eo^aphiCAl tenn, oovenng the peninsula and its 
assoaated ulan^, including Penang and Singapore, finm 
the Thai border as defined in 1909 (i e. \falaya includes (he 
states of Perils, Kedah, Kclantan and Tnengganu but not 
Ijgor and Patatu) to the Indonesian fronuer north of the 
Riau arebpdago. 

SotCAPORB^ — ^The port and utand of Singapore, included 
geographically in Malaya. 

Tiiz ivlAiAYAK ILbcion— That part of Soutb*east Asia centred 
on Malaya, undentood to include southern Thailand, 
Sumatra, Java and Borneo, used m historical contexts 
before a saosTactory pobtical nomenclature had ciystallued. 

Feminsular MuAYA->Malaya without Smgapore but including 
Penang, the geographical area occupied by the Federauon 
of Malaya (1947'^3)> and West Malaysia (196>- ) 

Neither of these Utter terms can conveniently be used m 
certain contexts since each u tied to a particular politicai 
penod. 

Masoano Malaya — Mala^-a excluding the islands, especially 
Penang and Singapore 

2 Polxhtal 

The STRAns SaTTLEUEirTs (S S ) — the colonies of Penang (with 
Province Wellesley), Malacca and Dindmgs, and Singapore, 
administered until 1942 as a Crown Colony 

The Federated Muay States (FMS) — colonial political 
entity created in l895-d and surviving until 1942, made up of 
the Malay states of Perak, Sdangor, Ncgn S^bdan and 
Pahang 

The UwreoERATED Malay States (U MS ) — the states of 
Perils, Kedah, Johorc, Trengganu and Kelantan which 
individually accepted Bntish Advucts after 1895 
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The S S , F M S and U M S coUecbvcIy can conveniently be 
icnncd British Malaya 

Maiayan Umov — A Bnnsh poliHcal concept of a unitary 
state formed in 1946 of the thtce units of British Malaya' hut 
vnthout Singapore and abandoned in favour of the Federation 
of Mala) a and Colony of Singapore jn 194S 

Federation op hlALAyA->-F(4iQca] entity existing irom 1 94S to 
1963, made up of the states of Perils, Kedah, Penang, Perak, 
Selangor, Ncgn Sembilan, K^lacca, Johore, Pahang, 
Trengganu and Kclanlan 

Federation op Malaysia — PoLocal enbty made up of 
(i) 1963-65, the Federation of Malaya (defmed as above), 
Singapore, Sarawak and North Borneo (Sabah) 

(u) Since 1965, the Tederation of Malaya, Sarawak and 
North Borneo (Sabah) 

West Maiaysia — Political tenn used since 1963 to desenbe the 
area prewouriy knon n ar the Fedefaiion 0 / Malaya. 

Cast htALAvstA— Pohuca! term used since 1963 to desenbe the 
temtonet ofSarawaL and Sabah 



Appendix 2 

An Analysis of ths Location of Certain 
^Canufaciiirino IsDtsnuES IN Pentnsi/lar 
Malaya 

An ana]}w of the location ofmaoufactunog uidustry in peninsular 
Malaya (\Vest Malaysia) indicates that the degree of concentration 
vanes amongst different types of industry In an attempt to explain 
these vanations, it might be hypothesized that mdmtnes that have 
a scale of operaQons such that a small number of establishments 
(one or two) can supply all or most of the marlcet i e are mdivtsible> 
will show a high degree of concentrabon, whilst industries operatmg 
on a smaller scale will show lower degree s of concentration. It 
may also be hypothesized that, m a cation where most maou* 
factunng indust^ at present is of the import subsuiuUon type, 
the former group will show a marked preference for locabon at 
or near the major nabonal market, whilst the latter group will 
show a tendency to be more regularly distributed amongst the 
country’s urban areas. Data from the survey of manufacturing 
industry in West Malay-sia collected m 1967* have been examined 
to test these assumpuons Unfortunately, much of the information 
m the survey is not enbrcly satisfactory for geographicsd analysis 
A number of industnes covered by tbe census are not tabulated 
on a state basis and there is do way ofknowing what, if any, bias is 
introduced by these omissions Further, the provisions of the 
Statisbcs Act, 1965, require, tnleraba, that the idenbbes of establish* 
ments must be safeguarded in the presentation of statisbcs. f In 
some instances this has led to the grouping ofstates m the tabulations, 
and in others to the omission of industries. Industries have been 
omitted when agrouping contains fewer than three firms, when one 
firm accounts for more than 75 per ceiU. of the total for any groupmg 
and when two firms account for more than 90 per cent of the total 

■ZVpiiRmeDtofSuracicf khtlaKu, Suncr of Manutkciunne Induitnes u) 
WolMsUysu 1967 KuaU Lumpur 

t The concepts anti iscllioilotcigy lucd in the compiUtion of ihe survey uc 
desenhed m the introducuon lo the Conus of Msiuiliictunng Industries us tiie 
Sutes of MsUya. 1963 DcpsrtswDl of Statisucs Kuata Lumpur 1965 
268 
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for any grouping The major omission resulting firom this policy 
IS, of course, the un smelting indus^ For the purpose of this 
anal)^, when states are grouped together 10 the tabulations, the 
figures given for the group as a whole axe divided equally amongst 
the states mcluded in the group Where this results in fractions 
of a unit being assigned to a state the figure u rounded upwards 
This equal division certainly has the efiect of crediting a dis- 
proportionate share of the iita to the less industrialized states 
with the effect of suggesting a lower degree of concentration than 
actually exists 

The data used in this analysts are the figures for number of tslailuh 
ments and rut vaha of output The indostnes have been grouped, 
according to the Malaysian Industnal Classification, into the 
following categones 


Cattgoiy 

\ Processing of Esutfr type Agricultural 
Products la Faetones off Esutes 
2. Maaiifscture of Foods, Beverages and 
Tobacco Products 
} SUauUetxueofTatilee 
4- Manutacnire of Wood, lUttan, 
Mengkuaog, Attsp and Cork Products. 
Except Fumture snd Footwear 
5 Pnating, Publishing and Allied 
Industjies. 


Induitrut otiiuiif vuhJtd 
IS AiM^rsu 

1121. 1123, 1331 
3021, 30S4, 3035, 3061, 
3»7, 30W, 3J40, 3200 
33. 


3311. 3S13, 3531 
33)0/3830 3821/3822. 


6. M anu f a ctu re of Chemicals and 

Chemical Products. 4191, 4192, 4199 

7 MsTmfactureofNoa Metallic Minaal 
PtodiKts, Except FeCroleuoi and Coal 

Products. 4310. 4350. 

8 Basic Meud lodusines. 4421 


9 Manufacture of Metal Producu, 

Except Machinery and Trsn^iort 
Equipment, 4520 4530 4563 

JOl Manulactu/e of l^fachinery Exc^ 

Electrical Klacbineiy 4623 

11 Manufacture of Transport Equipment. 4831 

Indices of concentration, using a I/irenz Curve technique similar 
to that used for the export specialization indices on p 25 f, have 
been calculated from the available data Mth the following results 
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TAU£ (1) 

FtmxsvuLK Maiaya— iKZiiai or Conontraiton by Insistkiai. 
Gaocn 


Indixm Tims 


e/ Xumier of 

Iniuilnel Cnfif Esiahluhnuias 

1. Procesuog of Esute-type Agncultunl 

Products SI 70 

2- Food, Beverages and Tobacco SO 94 

3 Textdes 8001 

4> Wood Products etc 42 22 

5 Pnntang etc. 66 51 

6 Chemicals etc 70*76 

7. Non-Metallic htmerals 57 55 

8. Basic ^fetals 67 20 

9 Metal Products 70-65 

]0 Machinery 6417 

11 Tnuksport Equipment 6153 


Lsdixvt 
Tims of 
Xct Valut 
of Output 

51 13 

78 46 
9085 
49 68 
90 23 
93 09 
81 86 

79 71 
8354 

80 59 
78-07 


TABU (O) 

PEKINSVtAR 6tAlAYA*-fK'DUza or CONONnATION fOfk SpEOFTe 
Indcstuu* 


4191 Soap 

4192 PhaTT&aceuUcal Goods 
4350 Wire Producu 

4530 Coaactc 
442] Iras Foundnes 
46Z3 Machinery and Farts 
4831 Car Bodies 

* 7 individual lodusma have 
the survey 


HulU M 

InJutA Terns Terns ^ 
^ Ximbtr if Xtt Vaiui 
EttailuhinaiU of Oiiipul 
63-03 99-05 

66 22 87 83 

6682 9223 

74 71 92 33 

67 20 79 71 

M-17 80-59 

61 53 78-07 

&om the 23 induitncs emend by 


An oununation of these ubies reveals certain sigiuiicant features, 
namely 

1 There u a very high concentration of textile manufacturing, 
both in number of establishments and in net value of output 
Hovicvcr, the high index of concentrauon m numbers of 
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establishments is the result of the locstioa m Kelontan of 26 
of the 48 textile oianulactunag establishments recorded 
These are largely small, baodicraft establishments, which 
together arc responsible for only 3 8 per cent, of the total net 
value of output The high index in net value of output results 
from 74 per cent of the total net value of output ongmating 
from Johore, where 9 establishments are located Hus is a 
higher concentration than might traditionally be expected for a 
textile industry 

2 There u a rather higher conccntratioD of the food, beverage 
and tobacco industries tlian might be expected This may be 
explained by the existence of latge animal feed mills m Malacca 
and Selangor and of large tobacco products lactones m Selangor 

3 There is a lower concentration of transport equipment industnes 
than might be expected— m net value of output it ranks nmth 
of the eleven groups It is believed that this ranking is un^ 
reahstic and is caused by the grouping of the data (for the 
reasons stated on p 2d8) tn such a way that a rekuvdy high 
value of output has been apportioned equally between Penang 
and Pahang with the effect of suggesting a quite unlikely high 
net value of output for the latter state 

4 All groups and industnes, except for the processing of agncultural 
products, are more highly concentrate in terms of net value 
of output, but It may be noted that the diSerence in degree of 
concentration measured by the two indices vanes with diiferent 
industnes 

Dfgrn of DiSerenct 

Induslna CrmPlIndmlrf Btlvi.t€n Indtus 

Food etc , Rnntmg, Chemicals, non 
metallic Minerab, Soap, Pharmaceuticals 
Wire Products. > 20 

Textiles, Basic hfetals, Other Metal 
Products, Machinery, Transport Equip- 
ment, Concrete — 20 

Processing of Agncultural foodueU, 

Wood Products ^0 

The index for net value ofoutputwcoasidercd iheinorcsignificant 
of the two indices since value of output » a more sigmficm* measure 
of industnalization than number of establishments, which, as m 
Kclantan, might be numerous but small This index is, however, 
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undoubtedly an understatement of the true degree of concentratioa 
m a number of instances — such as transport equipment noted 
abo\e — because, m cases tvhere sutca are grouped together in the 
survey, values are oenly apportioned, thus 'spreading* the con- 
centration unrealisUcally A raniing of the industrial groups by 
the index of concentration in net value of output produces the 
following result 


TASUt (Ul) 

PcNiMuLAa Malaya — iMDUsnuAi. Gaovpt kanuo 
or Inscx or Cokizntxation 


Rank huLutnal Ctoup 


Centtnlratutn 


I CSieRucAls etc, 

3 Teaculei 

3 PnnUng etc. 

4 Metal iftoducu 

9 Nan MetaUie Minerals 

6 Machinery 

7 Basic Metals 

8 Food etc 

9 Tntaspon Equipment 

10 Processing ^ Agnculcunl Products 

tt Wood Pr^ucts etc 


93'09 
90 S5 
90 28 
8354 
8186 
80-59 
7971 
78 46 
7807 
51 13 
4968 


It should be noted that all the indices of isdustnal concentration 
are significantly difTcrent from the concentration of population* 
(uidex-3622] 

If states are ranked by net value of output for each industry group, 
Table (iv) is produced The following matrix p (274) u produced if 
jodustnal groups and states are raoled m accordance with the 
results of Tables (ui) and (iv) and the percentage of total net 
value of output of each industrial group is allocated to each state, 
Table (v) 

This matrix reveals the predominance of Selangor as the pre- 
ferred location for a very large proportion of the mdustnal activity 
covered by the survey and (with the exception of the textile 
industry) also the fact that the more higMy concentrated an 
industrial grouping may be, the more likdy u it to be concentrated 

* Cftlculsted from estimated s(»K popubtmm in 1967 extracted tixun Z?epait 
meat of Statistics Research Paper No 1 Esiunata of Populauoo for West 
1967 Kuala Lumpur 19^ 



APPENDIX 3 


2?3 




TABLE (v) 

PBMXJULAa MaUIYA— pEROSNTAOt OP TOTAI. NeI VaUJE 
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m Selangor In vit\y of the madequacy of the data available no 
more than such a generalized conclusion may safely be made. 



Hgure (i) West Mala)iia->Nct Value of Output of Manufacturing 
by Dutnet, 1967 


The accoropan>-uig snap Figure ( 1 ), based on the 1967 survey, 
dlustralcs the distnbuuoiu to peninsular Malaya of lodustnal 
activity by net value of outpuL 
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the ‘confrontation’ with Indonesia. Specifically, ch^ges m 
the pattern of trade reflect differences beUvccn the character 
of the traditional entrepot trade and of the currently de\cIop- 


TABLE 43 

SD.OAPOR8— PttCEKTACB 0» TeaDB BY VALUE WHU VARIOUS RBUaVS, 

1961-1969 


PeainsulAT ^lAlsyR 
Sabah aod Sarawak 

flKina 

Thailand 


UK. 

U.S.A. 


^Vest Europe* 

Japan 

Austrsha 


Hong Kosg 
Others 


Pemnsular hlalaya 
Sabah and Sarawak 
China 
Thailand 

UJi. 

USA 

West Europe* 
Japan 
Australia 
Hong Krmg 


Others 


A JAfPOXTS 
1961 1963 1965 1966 
23 1 20-7 23 2 23 2 
57 35 59 55 

41 58 59 67 

3 8 3 3 3 9 4-0 

21 31 15 14 

13-0 11 7 10-9 10^) 

641 6 2 51 5 2 

51 50 47 44 

108 11 I 11 I 
40 4 2 4-4 4 7 

35 33 29 28 

18-9 222 207 208 

B EXPORTS 
1961 1963 1965 1966 
28 4 315 31 2 26^ 
53 67 9-4 85 

04 0 5 07 41 

27 30 23 35 

IS 11 0 8 08 

79 63 64 55 

72 72 42 48 

74 63 49 46 

56 43 37 37 

25 27 31 21 

21 2 8 4-4 3 6 

290 27 6 28 8 321 


1967 

191 

52 

88 

33 

12 

80 

56 

48 

124 

45 

2-9 

242 


1967 
236 
78 
27 
37 
06 
6-1 
70 
47 
45 
21 
33 
33 9 


(a) France, Italy Uert Germany TVrlgiiim and Netherlands. 


1968 
15-9 
47 
9-1 
33 
11 
78 
68 
45 
13 6 
43 
28 
26-1 


1968 

194 
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21 

44 

05 

6-3 

85 

48 

71 

23 

36 

341 


1969 
17 5 
49 
6-7 
27 
09 
6-7 
78 
57 
16-3 
3-9 
27 
241 


1969 

16-4 

6-5 

37 

38 
08 
58 
107 
56 
71 
26 
30 
340 


mg trade with its higher propomon of retained imports ai* 
domestic exports 

The general structural pattern of the trade of Smgapor 
u largely determmed by the structure of what tradition y 
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has beta called the catrepoC trade since, of the two components 
of total trade, entrepot and home, the entrepot u the larger.** 
The defimnon of entrepot trade jn the Singapore context, 
however, os extremely difficult smee the term is used rather 
loosely to desenbe a trade m which much more than a largely 
mcrchandmng function is petfoimed A substantial element 
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SmoATOu—VAun o» TaAcs, 1949-1969 

((suUiO&s) 
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i,yu7 
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4,6041 

19SI 

3.593 7 

4016 0 

7 609 7 

19S2 

2M2 

24434 

5.392 6 

Wi 

Z524 6 

l^S 

4.3051 

i9S4 

Z2999 

10H9 

4.3448 

19S5 

2,S6S-4 

Z7818 

5.647 2 

I9S6 

3,929 3 
4,062 2 

3,4290 

7,358 3 

m7 

3.478 2 

7,540-3 

19S3 

4 730'1 

3.140-3 

6,8804 

1959 

3,908 3 

34403 

7,348 6 
9,240 7 

1960 

4.S32'4 

4.708 3 

mj 

3,963 3 

3.^85 

7,271 8 

1962 

4.035 S 

3.416 8 

7,452 6 

7,753 6 

1963 

4,279 J 

3.474 5 

1964 

3 478 7 

ZVi9 

6811 3 

1963 

3,807 2 

3.004) 

6.250 6 

1966 

4 065 7 

3,373 0 

7,439 5 

1967 

4.4065 

3.4906 

7.8971 

196S 

5.083 8 

3,890-6 

8.9744 

1969 

6 243 6 

4 740-7 

10.984 3 


Sant Singapore laletnationa] Cbambcr of Gonijaeice anil Departmeni of 
Siatutica. 


of manuTacturiDg is also undertaken, it having been esumated 
that about half of all added value u derived from the processing 
of imported products ** Since 196S, the complete political 
separation of Singapore from peninsular hfalaya, has made 
the latter Smgaporc’s pnnapal entrepot partner (accounting 
for an average of about 25 percent of Singapore’s total trade 
over the period 1 966-1 96S>~TaUc 43), a change that is not 
entirely the result of definition alone, hovtocr, in new of the 
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CTcat decline in trade wth Indonesia during the mid*196(^* 
In general, it may be argued that the very 
changes, botli pohucal and economic, that have aticctea 
Singapore since 1960 make any effort to disDnguish entrepot 
from home trade of very limited value, the more so ^ 
is almost impossible to dosostatisucally anyway It u probaoiy 
much to be preferred that Singapore’s acUvitics be 
to as entrepot manufacturing which, following Blake s 
of the term,** differs from entrepot trading in that the pro- 
duction process pa st shifts from the hinterland to the entrepot 
and involves the entrepot m a greater commitment of rf 
In the rest of thu chapter, therefore, no attempt will be mad 
to distinguish a specifrc entrepot trade for Smgapore ^ 

During the penod 1961-69, the value of Singapore s trade, 
excluding Uiat with Indonesia, increased by 80 per cent , i 
general growth being only temporarily halted in the im 
decade by low world rubber pnecs (Table 44) At the begm 
mng of the decade annual trade with Indonesia was wo 
about 51000 iiuihoQ, by far the most important element 
of which was the import of rubber, mainly from the smau 
holding sector, requinng cleaning, processing and grad^ I 
After 1963 some proStablc trade with Indonesia undoubted^ 
conanued, by means of smu^hog and barter deals, as w 
as by the consignment of Indonesian products, pamc ar y 
rubber, to third countries such as Thailand or J*P“ ° 
transhipment to Singapore It has been suggested, neverth > 
that at least 70 per cent of the pre embargo trade 
Indonesia and Smgapore had been cut off by 1964 * ^ 

IS no official indication of the extent of the recovery of the tra 

• It u difficult to gauge the artent to which trade between 
Indonesia has recovered itoce the end of con&oatauon b«*a^ no s 

trade between the two couatno ha»e been published since 1963 u 

t The precise measurement of trade between Indonesia and 
difficult mainly because oTsufastanual discrepanaes between the trace 
of the two partneis. thfierenco in statistical method s are a maw cauw 
discrepancies since Indonesian statisUct present exports according to 
destination and imports accorduig to place of origin whereas Singapore 
exports by country of first consgnmeat and imports by country ot w ^ 
(igmnent. There was also an unknown volume of smuggling into ana 

Indonesia, recorded as normal trade bv Singapore and some trade vai , 

covered by Singapore retuini because of barter deals and incorrectly iworow 
transactions. C>n the matter of diflcrtnt coethods of reoprding 
in general see Grotewald A. *VVhat Geographers Require Inter™ 
Trime Statisucs Aiuials c/ AsMciaitm rf Airterwan CKgraphm Vol 53 No ^ 



MAJOR URBAN CONCENTRATIONS 239 

Since the end of coii&onuuoii as no figures are published, 
but « fas behevcd, uitoffietally, that Singapore Indou^a 
trade had recovered to its pre-eontonlation level by the end 

°”’?etatled analysis of the structure of S-nga^re’s trade 

tn the ra,d-1960s has been made by D J Blake By 1965 

recovery from confiontauon was well under ^ay, 

without die Indonesian conlnbuUon, import values had 

returned to or exceeded those of 1961 for 

sections of the standard mrrmaUonal trade ctetCcalton 

(SITC) except for secuou 2 . tnethbk “*^“5 

This sccuon, dominated by rubber, suffcre 

per cent, decline m rubber pnccs during c p „norls 

as well as from the loss of Utc Indonesian '’■“'r “pn“ 

In the mid 1960s Singapore appeared >“ ““P/ 

mediate posiuon between that of coloiual ^ . 

had charLlenaed the port before the Second World «ar, 

and that of manufacturing entrepot, to uu.trated by 

uland state aspired, and tin. pouuon .. 

Blake's analvsu ofthe pattern ofSingapores bade by coimtw 

of ongtn or desunauon and lypesof comraoduy by 5^ 

secuoS* In rclauon to dte “"““““““y/yfo'TlurtSm 
specifically Japan, tlie United Kingdom, » colonial 

and Hong Kong, Singapore’s ^ pf manufactures 

character, with a predominance of P 

and exports of raw materials an «necia]lv with 

less-dcvclopcd counlnes on the other P 

ISrnTnrar'itlalaya, Sabab »»-! Sas-^' ““3 of 

was dominated by imports of raw m traditional 

manufactures Tlu. eoutrast reflreted more a ^diuon ^ 

entrepot trade, which superilctally „„e 

Similar dichotomy, «ncc Smga^re sorted to its less 
the source of many of the nwruifacturcs «^rtcd to 

developed trading partners ~^o^ucts comtnicuon 

processed foods, pcuolcum refinery 

Lei, garments, furmlure and S”' "g economy 

Tlie tranunou Dom an enuepot “ “ ™ ”1 n^of oveneas 

IS aeccssanly telleclcd ui Chanel importance 

trade but certainly not by any decunc 
• As defined by Ui* SITC. 
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wciude tr«de wJU. Indona 

Singapore Intenutloimiaiamber of Cornac^ 
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(Chapter 1, p 33), and thu “ 

SeLce (Tabic 45) Rctamcd 

u. the penod 1961-65. from 35 8 P“ f " 

to 49 1 per cent , the major part of this ® ^ 

reapome to the growUt of manuf^tunog ““7“° f 
aeuviuea The most sigmUeant .iange ° 

Singapore's retamed unporu was the 

cent tol86pereent of the total represented by *emachm^ 

and transport equipment sccuon, a section 
dommandy of p^Kloeem' goods In respect f 
nnperts, the development of new ““"f?”"”® “E3 
m Singapore has encouraged a shift from the imp ^ 

produeu to that of inpnu. somemnes wth 
Aange m source of.upply Hua s^ “ “LSe“s 

in the mcrcascd import of crude oil for refining ^P 
refinencs* and the dechne of refined prodneu impom 
The share of domesuc products capota 
doubled between 1961 and 1965, export sales “ 

growing at about IS per cent per ^t^ w^ 
of growth occurring in petroleum prt^ucts, mansoort 

lanfous mmnifacturls, metal products, ,he 

equipment In some cases, according to Blale, the 
of e^rt markeu was a permissive factor in >>' 
of minifactunng indostnes. though most fTuie 

at least until 1965 -depended upon the jion 

domestic market i c was concerned with c,neapore’s 

The considerable mcrcasc m the volume ° ® |p„cal 

trade that took place dunng the 1960s, as well velooment 

advances in the shipping industry such as devdo^em 
of containerization, made neceW 

m the port’s cargo handling Harbour 

handling of cargo was formally jnlroduwd y 
Board m 1949, both as a long term solution to tne P 
problem of high labour costs and also with a vi Greater 

up turn round and reducing damage to „ eopc 

effiacDcy m cargo handling was alone inadeq 

• Looted .t PuUu Bukum (Shdl) Jurc^ ^ 

Petroleum) PuUu Ayer ChawMj {EwJ wUli » 

MerUnuu (Smgapore Petroleum—* mint ventre bey^^^e) (P-Su™ 

OU. Ooaok Plt^eim *nd the Dnriopoi^ 
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witli the increasing volume of cargo, however, and the re- 
cognition of the vital role of the port m maintaining and 
expanding the island s economy made developments essential 
Between 1961 and 1963 over $11 million was spent on ciTecting 
further improvements at the eastern end of Kcppel Harbour• **, 
\vherc the new East ^Vharf proj^ added four large berths 
with a total length of 2,500 feet 

Further developments m the East Lagoon were begun m 
the latex 1960s m the antiapauon of the operation of container 
ships 10 the Paoiic and South-east Asia by the early 1970s. 
A project for the construction of container berths and handling 
facihties is being implemented in stages, with the reclamation 
of nearly 100 acres of land having been completed by mid 1968 
The complex,** expected to be completed by the end of 
1972, will provide a strctcli of 2,250 feet of marginal wharves 
dredged to 41 feet LWOST for contamer vessels, and a cross 
berth of 700 feet far the feeder services that will inevitably 
grow as Suigapore increases the transhipment responsibilioes 
that will accompany its role as a container port Dev elopments 
elsewhere in the port provided increased godows accom 
modation at Telok Ayer Basin and Empire Dock as well as 
the 8,000 feet of wharves and various faciliUes for handlmg 
bulk cargo previously mentioned (p l91)atJurDng 

IVith the exception of the tin smeiemg works on Pulau 
Bram, the traditional industries of Singapore bad grown 
up in various districts of the urban complex m proximity 
to their local labour force and markets, to lines of communi 
cation or to harbour faaliUes Development was on an mdi 
vidual basis, oflcn by small family busmesses, and whilst 
certain distncts, (eg the lower Kallang basm) acquired a 
more distincuve industrial flavour than others there were 
no dearly apparent manufactunDg zones • A move towards 
the establishment of larger, private mdustnal ventures m less 
congested parts of the island first became apparent just before 
the outbreak of the war with Japan and devdoped some 
momentum in the 19i0s At Bukit Timah, on the dzrect 
road and rail link between Singapore and mainland Malaya, 

• In 1960 there were over 2 000 mdmtria] gdciixit]A in Smgapore tnosily 
imall or very The matt numerom iwerc m the tnnnulactunng and pmeesuer 

of &bnc3 (407) pruning and publuhing (17Q and enguteencLg works (172) ** 
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Hums Indusmcs-m^g aSSv 

shceUng— fust occupied land in * 938 , imd t -jQumably 
plant acquired a ncighbounng site u. 1941 “ ^ 
were ^bhshed with the intennon of serving the entire 

“S“p”t”™ period saw further octensions of v^om 
p„«e rdulmal "units and idso of t- 
Commonwealth Developmmt 'ejuic This piuject 

knoim as the Bukit Tmah ' “e 

undertaken m 1951. had the objm “f ^ ^ 
of small scale and meditim^eale ■“■'u*™ J ‘ 
prepared sites witli common banUne The estate 

roads, elecmcity. water, sewerage “i* j 

was located eight miles Iram die tax 

the city limits It had the ^ transport hntages 

rates, cheaper cost of land and cstabluh 

A second industnal estate, aimed at encomM ^ 

meat of industnes smaUer was 

within easy reach of die by the Singapore 

established in the suburb of "'^,S„„L,andDevelop 

ImptovementTrust,andits.ucce^rAeHousi 

ment Board. acUng as ageno for the /. igS) 

The acuviuea of the Economic v P development 

have, however, been The redevelopment 

of industrial areas on die . ,, Xanclm Halt) as small 

of certain aty locaLties (eg fp 185) and it 

industrial estates has already at J Jng 

remains to examine further Uiewj P^^ consisted 

Before development began at J ® i,,v-ted valJeis and 
of lines of hills nsing to 250 f"* a flat swampy 

flats between The valltT® udal flats m use 

coastal plain cover^ with 9,600 acres 

as prawn ponds Of some . bout 2 900 families 

were occupied m one way « There 

the remainder of the area bemg j-nrd rubber plantations, 

wercafewvetysmalloroldmidabandoned^berp ^ ^ 

and sporadic formless hamleBwh,^ mhabi ^u » 8 

m fruu and vegetable farming and the rearing 

poultry ivwBan m earnest m 1961 

Both planning and construction b g 
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rcsened for mdustnal use By 1962 aU areas for use up to 
1967 had been acquired The land surface was sculptured 
to provide sites for development — hills were cut to pr®* 
determined levels, swamps, ponds, valleys and foreshora 
micd, channels dredged for navigation and drains and c^als 
cut Major hills were earmarked for retention as buUen, 
for reservoirs and for open space and othen for the future 
mming of cla>s where suitable for mduslnal use The costs 
of land acquisition were not high and mucli of the land was 
already state land ... r 

The Japanese plan of 1960, which formed the basis of 
the ongmal Jurong master plan, provided for water front 
heav7 mduslry and for light industry mland Areas were 
also allocated for residenuai use, for the town centre, lor basic 
services and utihucs, mcludmgwaier reservoirs, roads railwaji 
and wharves, for telecommunications purposes and ^ 
reserves At Uie end of 1962. 55 apphwuons for «d^tri^ 
sues at Jurong had been received and Singapore s first 
null, NaUonal Iron and Steel MiUs Ltd , located on a 20 acre 
coastal sue opposite Pulau SamuJun, was under constnicuon 
The steel mill was planned as the core of tlie water front 
heavy industrial zone (Figure 23) and came to h* ^ ‘ 
with a shipbreaker’s on an adjacent sue and witli the Jurong 
shipyard on Pulau Samulun, which was connected by bndge 
to the mainland An oil refinery, cement vvor , 
station, sugar refinery, gram elevator and feed w 

ako located in this waterfront zone, which was plitnn m 
roads, railway, bulk and general cargo and coastal an ig 
wharves to give ready access by land and sea 
Jurong IS already Smgaporc s major mduslnal region a 
IS desuned to pUy the main role m the island ’ 

vigorous attempt to survive and grow as a viable 
uniL Industry at Jurong, srhilst it will pronde much needrf 
employment for Smgaporcans and is being planne 
element in a new town complex, is mostly capit m c 
and, in many cases, highly automated EssenUaUy, u u 
expected to compete m overseas markets and to provi e a 
sound export manufacturing base to the nauonal economy 
The bulk of the industnal area wiU be located between 
the Jurong estuary and thcTuas area, with additions on 
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cast side of the Jurong Ri\cr at Chua Chu Kaog ood oq the 
adjacent ulands RcsidenUal areas are plann^ to enfold 
the co-ordinated industrial aoncs, protected and bcautdled 
by open spaces on hills and foreshores The contrast bctMCcn 
the funcuons and la) out of Jurong and those of the conuneraal 
core of Singapore near and along Boat Quay lUusirates more 
stnlangly than any statistics the dc\v post-colonial cconotny 
of the ai)-statc 

/// AU4LA LV\iPVR~PORT SWETTEMIW 
Tki Cclcrdcl Penod 

The central NLiIa^-an population concentration, focused 
on the Malaysian federal capital, Kuala Lumpur, xs distinct 
from the tuo urban complexes already examined m that it 
has not evolscd from an entrepot port but Irom the eX” 
ploitauoo of local natural resource By 1824, the nnall-scale 
and spasmodic tin mining that bad cbaractenred the upper 
Klang Valley until the mnetecDth century had de^'cloped 
to a suge ishcre it was pooible to list Lnoi>-D mining centres 
and eight vtere named by iXndetson** m that )ear, including 
PetaUng and an intriguing 'Sunge Lumpur’* 

The Kiang River rue us the viomty of Gunong Sexnpah, 
a 3,951 foot peak m the Mam Range on the Selangor Pahang 
border and, in conjunction vtith its major tnbutanes, the 
Balu, Gombak and Ampong, occupies a well-de£ned basin 
betvvecn the Mam Range and a western spur of sedimentary 
rocks that extends southwards as the Pctoling Hills The 
upper Klang basin u a highly mineralized area (Chapter 2, 
p S3) and nch deposits of alluvial tm were laid down by the 
streams of the Klang s)'5lcm 

* Tbeongia of (be name KuaU Lumpoi:' hat not beta mgtictcci?7 ei ptiin^ 
Tbc Utexal iranUaOai NnurlHy otuary* u ma^cquaie m XfalaT it n tif 

from common-'-if aojr r-^r. ^ — frir Kuala m a pUm 

name to be miabBeti b7ada<np((ie«iiectnerattkVcbaabr(besameoriben^ 
or tributary tnat dehouebe* at (bat pn««<i mm «K> lea or a m»,f. nvo L ciortiiaai^ 
Andenona Sun^o Tiimpot* cT whxb no Dace remains, vras probably pc rtb^ m 
(he Batu ca>-a in the Susga Tua am** The suggcsctoo bis best o&ersl 
tba( Kuala Lun^ur u a c«Tup(jaa td Fesstalm taunpur mud jerry 6nt ab- 
farevialed by Oinxy and tboi modiSed by analogy Tbe that Klsr - g 
oas also kaemt as fengbalea Satu. stooe jetty credence to tlus 

Gulbeb. ^Mvrtr detibu f>m — ^ defrzJt of any evsdsice cT men 
corrupemn.** 
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Cluncsc mining in inland Selangor liad begun at Kan^ng, 

mSruppcS4ornv.rb;»m..nd.el840.=md.hcmod^^^^^ 

.L,cco,Vrtht area had demo».ra.ed the P<fW‘ J f “ 
dcposiU along the upper reacha of the nearby Klang 
desmhed m Chapter 3 (p 81). pitspceung m 
oeeutted in the late ISSOi and tnining began in die 
dnlnet Tlie tueeerr of the Ampang miner nar rmpo“.ble 
for the ertablirhment of a ttadmg seldment at •>>' ‘d= “ 
Kuala Lumpur, at the juneunn of die G°mhak 

men Untd 1880, when Kuala Lumpur war brought unde 
Bntirh adminirlrauon, the retUemmt and 7”“ 

It were under Chmere control Tor muiA P 

(1868-1835) the Capitan China.* 

eonneetionr wadi die Chmere “‘I ’‘‘“‘‘“..“j 

Singapore, adminirtcred the setdement, win ^ „ 

in a rencr of hitter feudr wadi die mmen 

in a Malay enal war dial renoudy reduced tin 

later 187(h Selangor had come under Bntirh 

in 1874 but active control was finl ‘ , ._..nOp’ 

bared on Klang, wid. Yap left almeet 

Only when rapid developmenu took place mKuaULumpu 
„ iW ar thi result of a sharp nre m die ^ Pf't jth* 
30 per cent populauon increase in one gpg 

inadequacy of the elemenuty mumopal , 

the Bntirh authonucs move to Kuala Lumpur to 

“IT'die ume of the appointment of d.* S-t B^h^^d^ 
mmislrator in Kuala Lumpur m 1880, die ow the 

to a stretch of the earl bank of die Wang 

present Market Street and Mounlbatten Road (formerty 

Java Street) and bounded on 

swampy ground in die vnamty of die s Old 

centred on Yap Alt I^r large “barter 

pe:.s;.4.sstsr 

wj^un* no .t UIu KJ»ng pn*«Uy »*6>« *" 
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KJang was occupied by vegetable gardens bounded north 
and south by swamp and to the west by the higher ground 
of the Bluff (Figure 24) The early Bntish administration 
located itself on the >vest bank of the Klang River in order 
to have a nver bamer between itself and the Chinese town, 
and the Residency (moved in pieces from Klang), the houses 
of otlier Bntish officials and the pohee barracks were built on 
the Bluffi The vegetable gardens were converted mto a parade 
ground — ^ulnmatdy to become the lawns of the Selangor Qub 
In the 1870s Kuala Lumpur was essentially a trade centre 
and a hnk between the mmes and the port of Klang, and as 
it developed it attracted traders from the port to settle up* 
stream ^^nthm a few years of the establishment of Bntish 
admmistrauon much of the town was rebuilt — a necessity 
incurred by the considerable fire danger resulting from the 
narrow streets of palm thatched houses — and an enure buck 
and tile industry had to be created m order to make possible 
the changes mtroduced by new buildmg regulations By 
1886 there were 16 bnck bins and 6 hme kilos around Kuala 
Lumpur, though a number were forced to close when the 
building boom upued A rough census m 1884 estimated 
the populaCion of Kuala Lumpur at 4 054 ** 

The economic dev elopmcnt of Kuala Lumpur was closely 
related to the tin nunmg industry, the industnal requirements 
of the nunes and the vaned needs of the mmen creating 
trade and industry m the town The Bntish adnunistraUon 
(espeaally m the person of Swettenham, who w-as Resident 
of Selangor from 1882 to 1889) realized the extent to which 
the economic progress of the Sdangor tmfield was held back 
by the inadequacy of its communications Yap Ah Loy bad 
linked vanous of the mining areas to Kuala Lumpur by road 
but transport {rom the toivn to Klang was by nver and the 
upstream journey of forty miles along the meandering Klang 
River took three daj-s A road constructed m the 1870s 
between Damansara and Kuala Lumpur via Batu Tiga, to 
by pass the great southward loop of the nv er was badly made, 
and preliminary surveys were therefore undertaken m 1883 
for a railway as an alccraative By 1886 the Ime was ready 
for use, and m 1889 yielded an annual profit of 28 per cent, 
on the capital invested in it This profitability made extensions 
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RRd imDrovcmcnO possible, indudiRg the bndgmg of the 

Klig ^ver by the &aRght Bndge to 

from Its mtual terminus at Bulst Kndah f ^ 

the later 1880. and early 1890s. as mming d'"!''?"* ” / 

distances from Kuala Lumpur eg at Kepong, Bawan^ 

Selendah and Kuala Kubu, radial hues 

out from Kuala Lumpur so that by Selangor had 70 J 

of track, which m that year earned 11 per cent on cop 

“wi'th efficient rad connections, both ‘‘^“""cance 

with the estensive surtoundmg nunmg area di' 
of Kuala Lumpur as the economic focus ““8“ "tcessa y 
grew ImproJcmcnls m numng tecliniqucs “P 
inltoducuon of the steam engme '*'“'''0™“?, ’ „„am,on 
of mines to greater depths, accompamed the J ^ 

of mining areas in inland Selangor «*ich. by 18^, had spn^ 
as far a! Ulu Selangor and Ul» Langat « 

pansion, of padi, market Sd'd'" P'“d;“ “’’f 
of expok crops, took advanuge of the local 
of thrtransport network that made P'X fsPS 

economic proposition (Chapter 3, pp ) ^ 

dte populauon of Koala Lumpor was ^dtnalrf at 25,000. 
approximately half the total population of Sdangor 

Commercial and industrial aeu«ty was, howw. v'ty 
closely dependent on die acUvlty of the P"”’^ 
of the surLunding area and XXu ' 

faithfully rclleetcd by pmspe.ity or r«css,on “ JXJ^Xrts, 
Industries, of a type already famihar in ihe S mis 
were gradually established in the n 

up m die 1880, (for bmld.ng eonslrueuon and '"'“f ""P™ 
es'pecially), and' the fust ice imd -'"STre 

1688 Insurance companies “d bants owe op 
1890t General imptosements to humpu t^ 

included drainage and rcclatnatRin work to “P' 
problems and to remove the ssv^p „ bridged 

Lid soud. of the town The ^ng hS 

by a pennanent stnictutc m 1883 . c,n£rar«re 

iJiola Lumpur mth Malacca (^d 

and Europe) by 1886, and schoob ^1^^ jggQ, 

normaiiaauon of population structure) i%cr 
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In 1S95, Kuala Liunpur was selected as the capital of the 
nc^^Iy founded Federated Malay States, a choice that increased 
Jte status gave it a much more elaborate apparatus of govern- 
ment and set it apart from other grotvTng mining centres 
clscuhcre in Malaya, such as Ipoh, Taipmg or Scremban 
The expansion of the export trade of the upper Klang 
Valley, both m tm and in plantation products, and the 
increasmg need to import nee for the growing population 
as well as other commodines for mines, estates and the con» 
sumer, emphasized the seed lor improved port faahoes at 
the mouth of the Klang For many )ears before 1895, coastal 
steamers trading between the Straits ports and Selangor 
called at the port of Klang, twelve miles up the winding and 
muddy Klang River Only small ships, drawing less than 
thirtun feet of water, could reach the jetnes, however, and 
accommodation for increasmg traffic was UmitetL The con- 
strucDon of the railway to the coast m JSS$ had imphed the 
necessity of providing wharves at the terminus, and altema&ve 
routes to two possible sites ibr a new harbour were examined 
Of the two ates, Kuala Suaga Dua (Deepwater Point) 
on the north Klang Strait ofle^ conadeiable advantages 
as a port for ocean steamers but the railway extension 6om 
Bulat Kudah would have been forced to cross nine miles of 
mainly swampy country The second Kuala Klang, 
although land locked and shallower, was more accessible from 
the landward side, and, lai^y on grounds of cost, this 
alternative was preferred »• All necessary work, whichinvoIvTd 
nncxpcclediy heavy expenditure, was completed by 1901 
and adminutration of the new port faahDes. named Fort 
Swettenham m honour of the then High Commissioner for 
the Malay States, was banded to the Railway 

Fort Swettenham was originally conceived as a port for 
coasting vessels but U was v-isited during its first few >ears 
by a growing number of ocean steamers and by 1908 bad 
become a thriving, though coi^csted ocean port. FaaliDes 
had to be unproved, and the creauon of a true ocean port at 
Port Swettenham was favoured by the economic expansion 
of the Federated Malay States, espeoally the rapid spread 
of rubber planting, as well as poLucal feelings concerning 
the desirabihty of ccononuc ‘freedom from Penang and 



MAJOR URBAK CONCENTRATIONS 25‘ 

Smgaporc*. Conslrucuon of ocean wharves 

and m 1914 Port Swettenham bceame a We P° 

Although bmlt cssenuaUy to sente »>' 
economy of central Malaya, Port Swettenham from the tot 
played a different role &om that of the 
of Penang and Singapore To some extent Um 
attitude i! the major shipping eompames who “ 

ocean port midway between Penang 

unneeeSaiy, reduced speed m P^“E' * „ 'ed a 

shipping costs The Eastern Shipping o c . ^ ^ 

surSaiie on goods other than nibher on the groun^ that 
Port ^ettenham had madequate faeihnes for “80 
and offered navigauonal diffieulues to '”8' 

The location of Malaya's tin “''""8 “M^Ialayan 

Singapore, and the connccuon -eenccuvcly, 

rniSg centres direct to each n. 1903 

effcenvely deprived Port Swettenham of dm ‘>“™8 

of its hinterland's major “Po" trade 

contrast with that of its nvals. Swet^am . «d^ 

S-:“S£S=^Sr, 

on then- Malayan hmterland, gained 

m the trade and commerce of ^'“"8 of port 

Swettenham’s funcuon from the start ^ hinterland 

to Kuala Lumpur aud to a relauvely smaU t^M tn™ 

The nature of m trade and -i/Sp^r, and 

closely tied to the the nuctuations 

whde this prospenty was nOiuo^y h j^^oed by the 

in the world mathet for tm ™ ^ especiaUy 

nses and falls m the volume of the P““ g„og by the 
m the 1920s and 1930s) it was *e demand “8™ f 

overaU urban growth of Koala •'"“P" 

• Despite their obvious Sor poUucsJ 

the FedOTled MaUy Sutei he 

Swetlenhiui revealed “?‘*ti,3SS\seUesley Railway « 

Suta made, and paid ^ »„ 

mat has ever beai cozened on tivatry’ and considers it M 

^lonjungu comments on the m South-east “ 

role espetaally la the late moeteeath eentuiy 



